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WHRAT AND THE AAA 
CHAPTER 1 — WHY A WHEAT PROGRAM 
Barly Bxpansion Policy 


Throughout the early period of United States history, the 
‘problem of our agriculture, including our wheat farming, was to ex- 
pend output steadily to meet an increasing demand at home and abroad, 
Until less than a century ago the agricultural conquest of this con- 
tinent was a slow-moving procession through one of the largest and 
densest forests in the world. Then came the rapid settlement of the 
grasslands, This was, in general, a movement onto land particularly 
adapted to wheat. As a result, production increased vastly. 


With the agricultural expansion westward went an increasing 
specialization of farm functions. This specialization and mechanization 
of agriculture, together with the building of railroads, made agriculture 
increasingly commercial. 


POPULATION.~ Meantime, our populetion was growing. We had a large 
excess Of births over deaths, and also heavy immigration. Before the 
Civil War, population doubled each quarter-century. After the Civil War, 
although the rate of increase Giminisaed, the growth continued, Between 
1920 and 1930 the increase exceeded 15 miilion--@number almost equal to 
the total populations of Canacde and Australia. Most of the growth was 
in the cities, for by the close of World War I, migration to the Great 
Plains States had virtually ceased. 


Europe's population likewise increased rapidly in the nineteenth 
century. Meanwhile, we were importing capital as well as immigrants 
from Europe. The growth of Europe's population coupled with the fact that 
we had to repay what we had borrowed gave us a raepicly expanding market 
for agricultural products. American agriculture responded with a rapidly 
increasing production, which aided the further growth of urban popula- 
tions in both hemispheres, 


EFFICISNCY.~ In the last hundred years the productivity of the 
individual agricultural worker in the United States has increased tnree— 
fold. Between 19120 and 1930 it increased about 41 percent. Moreover, 
mechanical power largely supplanted horses and mules, with the result 
that the 35 million to 40 miliion acres formerly used for growing feed 
for horses and mules was released for other crops. 


In 1787, the year in which the Constitution was written, the 
surplus food produced by 19 farmers fed 1 city person. In recent years 
19 farm people have produced enough food for 56 nonferm people tu the 
United States plus 10 living in foreign countries. Full use of the 
available acreage, agricultural science, and machinery would have en- 
abled them to support still more people. 


Until after World War I the national and world economy encouraged 
this growing productivity. Zurope took our products liberally, and the 
market at home was expanding. Moreover, the farm population declined in 
relation to the total population. in 1931, of all gainfully employed 
Americans, only 21 percent were in aericuliure, as compared with about 
70 percent a century ago. From one-fourth to one-half of the farm youth 
left the farms for the cities each decade between 1€70 and 1930. This 
movement of personnel from farm to non-farm occupations helped greatly 
to keep agriculture in balance with industry. 
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Changes Raise Problems Rana | 


- Suddenly, however, we became aware of profound changes in our 
country. The rate of growth in the domestic population declined; 
immigration ceased; cities became unable to absorb rural youth as they 
had previously done; depression and unemployment reduced the buying 
power of wage earners; there were no more land frontiers; and foreign 
countries became unable, for various reasons, to maintain their purchases | 
of American farm products. American agriculture entered an era of re- | 
sistance to its further exparsision. 


CONSUMPTION.- In the domestic market, the woeat farmer has faced 
a relatively stable outlet. Per capita consumption of wheat as food 

for human beings, has deen decreasing in the United States since the 

pre-war period as snown by the following figures: 4.3 busheis in the 
1925-1928 period; 3.9 bushels in the 1929-1933 period; and 3.7 bushels | 
in the 1934-1938 period. Increases in the population, however, have : 
tended to maintain the total number of bushels consumed. In the last 

15 years the amount of wheat milled annually for hunen consumption and 
commercial feeds has varied within the comparatively narrow renge of 


475 malbiom to'5%5 mibkhion. bushels. 


The amount of wheat used for seed has ranged from 75 million to 
95 million bushels. In the 1920's about 50 million bushels of wheat was 
fed to livestock. Since 1930, however, from 75 million to 150 million 
bushels have been fed ennually to livestock. Larger amounts are usually 
fed in years when wheat prices are low in relation to other feeds, Nor- 
mal domestic requirements for the immediate futuré may be about 650 . 
million to 700 million bushels, including 500 million to 525 million 
bushels for food and commercial feeds, 75 million bushels for seed, and 
75 million to 100 million tushels for livestock feed. 


..,World Markets Shrink 


Because of the needs of its rapidly expanding population, the 
United States exported less and less wheat from 1901 to 1910. In the 
5-year period preceding World War I, the net exports of wheat from _ 
principal exporting countries averaged 663 million bushels annually, of 
which exports from the United States contributed 105 million bushels, 
or 16 percent. . 


’ 


During the war net exports from the United States increased 
materially, amounting to 335 million bushels for the 1914-15 crop year 


largely as a result of small crops in two of the other exporting counties, : 
; ’ 


WHY A WHEAT PROGRAM 3 
Canada and Australia. After the war, while Burdpean natidns were re~ 
storing their interrupted and disrupted agriculture, exports from the 
United States continued at a relatively high level. For the 5 years 
1922-1926, the total world trade in wheat averaged 776 million bushels 


a year, of which 180 million bushels, or 23 percent, was furnished by 
the United States. 


Other exporting countries likewise increased their exports in this 
period, During the 5 years 1922-1926, Canada exported an average of 
287 million bushels as compared with 94 million tushels in the pre-war 
period. Argentina exported 136 million bushels on the average in the 5 
years 1922-1926, as compared with an average of 85 million bushels in 
the 5 years 1909-1913. Exports from Australia increased from an annual 
average of 50 million bushels in the pre-war period to an average of 
88 million bushels for the 5 years 1922-1926. 


EXPORT PHAK.- The total exports from principal exporting countries 
continued to expand during the 1920's and reached their peak in the year, 
1928-29, when the total world trade in wheat amounted to 947 million 
bushels. A lerge part of the enormous world trade jn this period was 
made possible by United States loans to Buropean countries. 


BARRIERS.- After the war the United States not only continued to 
restrict importation of manufactured articles, but, by new and higher 
tariffs, barred goods from European countries which had been the prin= 
cipal customers for United States wheat, pork, and cotton. As a result 
foreign nations were unable to buy what the American farmer had to sell. 
At the same time, the high tariff enabled manufacturers to maintain 
artificially hign prices for the things which the farmer had to buy. 
When the United States ceased making loans and attempted to collect 
money already loaned, world trade in wheat and other agricultural 
commodities fell rapidly. Net exports from the principal exporting 
countries, including the United States, declined from 947 million bushels 
in 1928-29 to as low as 526 million bushels in 1935-36. 


During the late 1920's, with the United States markets virtually 
closed to imported goods and with snort war rations still vividly in 
mind, Burovean countries began to erect tariff barriers against the im- 
portation of wheat, to place restrictions upon the use of foreign wheat 
and flour by their millers and bakers, and to adopt other means of in- 


creasing domestic production of wheat. 


Thus through the decade of the 1920's the United States wheat 
problem, which was born in the days of World War I, took form. Clearly 
the fundamental part of that problem stood out: Our wheat production 
plant had been built to supply both a growing home market and a sub- 
stantial part of the world market, but world developments since 1920 
were making exports of old-time proportions a thing of the past. 


BIBLIOGRAPHY 
Agricultural Adjustment 1937-38, G-36, issued January 1939, AAA, 


Report of the Secretary of Agriculture 1938, issued December 1938, 
U.S.D.A. 


Wheat in the United States, G-68, issued April 1937, AAA, 
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GHAPTER 2 - HISTORY OF UNITED STATES WHEAT PROGRAMS 


The necessity of a change in the wheat policy of the Nation first 
became evident immediately after World War I. When the wartime price 
restrictions were removed, the first reaction was that the price of wheat 
in the United States skyrocketed to unprecedentedly high levels. Im- 
mediately following this extremely high price came the post-war depression 
bringing low prices for wheat and other agricultural products, and general 
“distress in the agricultursl regions of the country. 


The first approach toward changing the wheat policy was the estab-—- 
lishment of large-scale cooperative marketing associations. The wheat- 
pool movement and the acceleration in the development of terminal 
cooperative grain sales agencies characterized the early 1920's. 


It-soon became evident tO many agricultural leaders, however, that mmny 
benefits could be derived from cooperation, but that cooperative marketing 
alone would not correct the situation. Accordingly, such plans as the 
MceNary-Haugen plan and the export-debenture plan were advocated. 


Boualization Fee Flan 


. + fhe exportation of agricultural surpluses to be sold at world prices, 
meanwhile:allowing prices on the portion consumed in the domestic market to 
rise behind the tariff wall, is a plan characteristic of many of the price- 
raising proposals which have been suggested for the benefit of agriculture 
since the early 1920's, 


|, °The first widely known proposals embodying this idea were the 
-Original McNary—Haugen bill of 1924 and the vetoed bills of 1927 and 1928. 
The method in all three of these bills was essentially to dispose of 
surpluses abroad for whatever price they would bring, losses to be met 
through the collection of an equalization fee levied against the product. 


The equalization fee plan was based upon the concept of a rather 
steady export outlet for American farm products. It was believed that 
this outlet would absorb surpluses in reasonably large quantities and at 
fairly satisfactory prices, so that lower export prices would be more 
than offset by increased prices on the domestic market. The plan seemed 
well suited to the situation which prevailed during the 1920's, when the 
large export demand for wheat would have absorbed the surplus from the 
United’ States. ; 


Export Debenture Plan 
The export debenture plan also proposed to raise farm prices by 
disposing of surpluses abroad. Conducted behind a tariff wall and paying 
an export bounty, the plan would have sought to force the surplus out of 
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the country and thus make the domestic price rise by an emount equal to 
the export bounty. 


It differed from the equalization fee plan in its provision for 
the use of tariff revenue to pay export subsidies on the surpluses. In 
other words, losses incurred in moving surpluses to the foreign market 
would have been made up out of import revenues intereepted just before 
they reached the Federal. Treasury, rather than through the equalization 
‘fee tax on the product. Sie 


The special device from which the plan took its name was the 
payment of these subsidies with debentures rather than with cash. The 
debentures were to be acceptable in the payment of customs duties. The 
rate of subsidy was to be made flexible--that is, the larger the surplus, 
the smaller the subsidy--as a provision to curb overproduction. 


It was believed that the volume of exports would increase ulti- 
mately to the point of freeing domestic markets from the weight of the 
surplus and that thus the domestic price would be raised above the world 
price by the amount of the tariff--this also being the amount of the 
subsidy. 


The plan was embodied in the McXiniey—Adkins bill of 1926 and the 
Jones-Ketcham bill of 1928, neither of which was enacted. 


Fecdoral Farm Board 


The Agricultural Marketing Act of 1929 provided essentially for a 
' marketing approach to the farm problem. It set up the Federal Farm 
‘Board to carry out the act, and encouraged cooperatives in an effort 
to induce more orderly marketing on a Nation-wide scale. ‘ 


PRICE STABILIZATION.-With the drastic price declines late in 
1929, the Board undertook a program of price stabilization, first, by 
making loans which enabled cooperatives to hold their products off the 
market and, later, by the organization of stabilization corporations 
and targe-scale purchases of cotton and wheat. The plan did not 
provide for my direct control of production. 


The 1929 act .was based upon the concept that the farm problem is 
“primarily one of wasteful individualized selling, and could be corrected 
~ "by encouraging cooperative marketing. It aimed to stabilize farm prices 
by: means of a distinctive program governing marketing rather than | 
production, . 


The experiences of the Federal Farm Board indicated that stabiliza- 
tion purchasing. and storage would not correct the wheat situation with- 
out some concurrent form of. control of acreage and production. 


ina RESULTS.—The total purchases by the Grain Stabilization Cor=- 
psration, from May 1930 to March 3, 1933, amounted to 370 million 
bushels of cash wheat and 558 million bushels of wheat futures, making 
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a total of 908 million tushels. In disposing of its wheat, the 
corporstion sold 237 million bushels through regular domestic and 
foreign channels, sold or exchanged 47 million bushels to foreign 
governments, and donated 85 million bushels to charity. The difference 
of half a million bushels between purchases and sales of cakh wheat was 
due to shrinkage and a small amount retained for maxing adjustments. 


Up to March Z1, 1933, the Grain Stabilization Corporation had 
borrowed about 580 million dollars from the Farm Board, and had repaid 
364 million dollars. Assets and claims yet to be realized were 
estimated to total 3l million dollars, leaving an estimated net loss 
to the revolving fund from the entire wheat stabilization operations 
of 184 million Gollars. This estimated loss to the revolving fund was 
divided as follows: Loss on stabilization operations, i160 million 
dollars; loss on Red Cross donations, 23-1/2 million dollars. 

By March 7, 1933, the Grain Stabilization Corporation had 
disposed of all its cash wheat, and by April 29 all of its wheat 
futures had been sold. The Farm Board announced on the latter date 
that as soon as all of the wheat donated to the Red Cross had been 
delivered ithe offices of the Grain Stabilization Corporation would 
be closed,* and that "the Farm Board would not undertake any more 
stabilization deals in any commodity." The Red Cross agreed to take 
the balance of the stabilization relief wheat by August 1, 1935, 


Domestic Allotment Plan 


The domestic allotment plan embodies in the Hope-Norbeck bills 
of 1932 originally proposed a system of certificates enabling producers 
to sell on’ the domestic market--at protected prices--that portion of 
the crop normally consumed in this country, the surplus to be exported 
without subsidy. 


In later form it also provided for some production control, with 
benefit payments paid on the domestic allotment out of the proceeds of 
a processing tax. This was one of the methods used in the Agricultural 
Adjustment Act of 1933, the processing tax and production-adjustment 
provisions of which were later invalidated by the Supreme Court. 


The domestic allotment plan reflected a growing doubt as to the 
possibility .of exporting unlimited quantities of farm products, :and an 
increasing belief that production regulation should in some way be at- 
tempted, The plan sought to make the individual farmer conscious of his 
share of the surplus and to improve prices by limiting the quantity avail- 
able to the domestic market and discouraging increased production for 
export. 


Agricultural Adjustment Act of 19335 
The Agricultural Adjustment Act of 1933 provided for adjustment 


in production of seven major commodities which were considered as being 
produced in surplus quantities--wheat, corn, cotton, hogs, rice, tobacco, 
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and dairy products. The basis of this program was a voluntary contract 
between the Government and each cooperating producer. In the wheat 
contract the producer agreed to regulate his seedings within limits 
determined by the Secretary of Agriculture designed to provide for 
domestic needs, adequate reserves, and any likely export demands. The 
Government paid cooperating producers adjustment payments from funds 
raised by a processing tax. 


The "Thomas Amendment" to this 1933 act was the legislation under 
which the dollar was devalued--a price-raising expedient advocated in 
many quarters. The Bankhead and Kerr Acts, controlling the marketing 
of cotton and tobacco, were also eventually enacted as supplementary — 
legisletion. 


The 1933 act included features drawn from several of the earlier 
proposals, among them domestic allotments, expansion of markets, en- 
couragement of exports, and regulation of marketing methods. 


This plan, however, regarded the farm problem as primarily 
concerned with disposing of existing surpluses in the face of reduced 
export outlets, an aim which could be accomplished only if production 
were checked. Furthermore it assumed thet procucers would do this 
cooperatively under the inducement of benefit payments, and that consumers 
would pay parity prices for farm products in the domestic market. 


WHEAT SIGN-UP.-When this voluntary program was offered to farmers, 
about 580,000 wheat contracts were signed by approximately 800,000 farms 
operators and landlords, bringing under contract about 51.5 million acres, 
or 78 percent of the wheat acreage in the United States during the base 
period 1930 to 1932, inclusive. Growers received payments equal to the 
difference between the farm price and the parity price on the domestically 
consumed portion of their crop. These payments emounted to about 99 
million dollars for the 1933 crop, 101 million dollars for the 1934 crop, 
and 115 million dollars for the 19385 crop. 


In the first 2 years of the wheat program, funds collected in 
processing taxes exceeded the needs for adjustment payments and adminis-— 
trative expenses. From June 19235 to the end of that year, however, in 
increasing numbers, the lower courts granted to processors injunctions 
against the payment of the tax, with the result that a total of about 67 
million dollars in wheat processing taxes was impounded. Budget esti- 
mates based upon average tax collections end adjustment payments indicate 
that if these actions had not been taken, the 3-year wheat program would 
have had a surplus of approximately 30 million dollars. 


As a result partly of the program and partly of the drought, wheat 
seedings for the 1934 crop were reduced to 63.6 million acres as compared 
with an annual average of 66.3 million acres for the 3 years, 1930, 1931, 
and 1932, and 68.5 million acres for 1933, 


While the wheat program was in effect the United States suffered 
the worst drought in its history, causing a shortage of some commodities. 
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In order to meet the drought Mitaetion: modifications were made in the 
original progran. Seeding requirements were. modified and producers were 
permitted to grow emergency forage crops on land taken out of wheat. In 
no year was the wheat acreage under the program reduced to an unduly low 
level. More than 63.6 million acres were seeded to wheat for the 1934 
crop, the 1935 acreage was 69,2 million acres, and that for 1936 was 73.7 
fiillion acres. . : 


REFERENDUM, -In aati chnathon of the completion of the 3-year 
program, a Nation-wide referendum was held anong wheat producers in May 
1935 upon the question* "Are you in favor of a wheat production— 
adjustment program to follow the present one which expires with the 1935 
erop year?" All wheat farmers, including signers and non-signers, were 
eligible to vote, | 


The vagult was 7 to 1 in favor of a continued program. The total 
vote was favorable in every State except New Jersey where only 130 votes 
were cast. .A new 4-year wheat adjustment program was draftea@ to cover 
the period 1936-39, inclusive, and a sign-up campaign was undertaken. 
Before the final contracts were signed, however, the United States 
Supreme Court on January 6, 1936, handed down the Hoosac Mills decision, 
invalidating the processing tax and production—control provisions of 
the Agricultural Adjustment Act. 


Preliminary estimates made shortly before the Hoosac Mills 
decision indicated that the sign-up in the 1936-39 wheat program would 
have brought under contract approximately 48 million acres, as compared 
with 51.5 million acres under contract during the 1933-35 program. This 
drop in prospective contracted acreage was attributed to nonrenewal of 
contracts by smali farmers and to the fact that wheat prices, although 
still below parity, were sufficiently improved to cause some farmers to 
withdraw from the program. 


EXPORT PROGRAM.-To meet the emergency of an accumulated surplus in 
the Pacific Northwest in 1933, the North Pacific Emergency Export Asso- 
ciation was organized under the marketing-agreement powers of the 
Agricultural Adjustment Act. This association was empowered to reimburse 
exporters for the difference between domestic prices and world prices on 
exported wheat and flour. Funds for this purpose were provided from a 
reserve of 2 cents a bushel set aside from the processing tax. 


The association began operations in October 1933 and during the 
1953-34 marketing season assisted exports of approximately 28.4 milléon 
busheis of wheat and flour. During 1935, with wheat supplies sharply 
reduced, the program was discontinued, 


INCOME.-In the years from 1932 to 1936 the cash income from wheat, 
including adjustment payments, had more than doubled. Income to wheat 
farmers had declined from 1,572 million dollars in 1919 to 200 million 
dollars in 1932, and then increased to 451 million dollars for the 1936 
crop, ag drought dnd the adjustuent.progtam..reduced: suppl iestand:asctusiness 
eohditiohs-began to: improve. 
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Soil Conservation and Domestic Allotment 
Act of 1936 


During 1934 and 1935 there was growing sentiment to place more 
emphasis On soil conservation in the nationel fara program. With the 
invalidation of the 1935 act, soil conservation became the underlying 

principle of the Soil Conservation and Domestic Allotment Act of 1936, 

which is still in operation in 4 strengthened and amended form, comple- 

mented by the Agricultural Adjustment Act of 1938. 


The Soil Conservation and Domestic Allotment Act was based on 
the following: (1) That the continued welfare of the Nation requires 
that soil resources be conserved; (2) that soil fertility is wasted if 
crops are produced in excess of effective domestic and export demand; 
(3) that it is cheaper to expend Government funds for prevention of 
depletion than to try to restore fertility after it has been wasted. 


Under this act, emphasis still was placed on the problem of 
increasing agricultural incone, but the increase was sought primarily 
through payments for the adontion of land uses and farm practices 
which would conserve ard ‘uild up soil fertility, instead of through 
the adjustment of production or marketing. This meant that producers 
could earn payments out of the General Treasury funds for shifting 
from such "soil-depleting" crops as cotton, corn, wheat, tobacco, and 
rice, to suca faoil-conserving" crops as grasses and legumes and for 
carrying out certain tsoil-building practices." 


VOLUNTARY PROGRAM.—-The Soil Conservation and Domestic Allotment 
Act formed tne Srsis for the 1936 and 1937 programs. No contracts were 
employed. Instead, the rates anc conditions of payment were simply . 
announced so thay farmers could maize application for payments for which 


they were cligitle, and payments were disbursed when it was established 
that the prescrived conditions had been satisfied. 


As under the early adjustment programs, farners received cash 
payments for edjusting the acreage of their basic soil—depleting com- 
modities, Dut the conservation olan permitted the participating producer 
a greater letituce in determining the crop and the manner in which 
reduction should be made. This mage the plan more flexible in its 
adaptation to individual farm conditions, but at the same time made it 
largely incapable of securing adjustments in the total output of any 
particular commodity. 


WHEAT.-Wheat was classified with the group of general soil- 
depleting crops. Asa result, in 1937, following the great drought of 
1936, rising wheat prices encouraged many farmers +o increase their 
wheat acreage while offsetting this increase with more drastic reductions 
for other crops in the general soil-depleting classification. 


The total seeded wheat acreage for 1937 was 8limMlion acres, the 
largest acreage in United States history. . 


HISTORY OF UNITED STATINS- WHAT PROGRAMS Le 


Although the Agricultural Adjustment Act of 1938, which included 
more positive measures for adjusting acreage, was passed early the fol- 
lowing year, it dic not become law until after a large part of the 1938 
wheat crop had been seeded. The 1938 scedings were 79 million acres, 
near the previous year3& record, Favorable growing seasons in both 1937 
and 1938 brought supplies once more to surplus proportions, 


Agricultural Adjustment Act of 1938 


The Agricultural Adjustment Act of 1938 became a law in February 
1938, supplementing the Soil Conservation and Domestic Allotment Act of 
1936. The new act, together with the previous legislation, rounded out 
a program which provides: 


(1) Conservation Payments to producers who adjust the acreage of 
their soil~depleting crops as prescribed an the allotments, and who carry 
out soil-building practices; (2) parity or price adjustment payments to 
producers of corn, wheat, cotton, tobacco, and rice who do not overplant 
their allotments; (3) commodity loans to cooperators; (4) marketing 
control of surpluses of corn, wheat, cotton, tobacco, and rice by means 
of marketing quotas whenever approved by two-thirds of the producers 
voting; (6) Freight rate investigation and study; (6) Federal crop 
insurance on wheat; (7) purchases of farm surpluses for relief distribution; 
(8) market expansion through research on new uses for farm products; and 
(9) programs to expand the export of farm surpluses, 


The general basis for this program is that (1) although efforts 
should be made to expand markets and develop new uses for farm products 
progress in this direction will be slow, (2) export outlets are for the 
present definitely limited, (3) one essential for reasonable farm income 
is a balance between production and marke’ demand, (4) production adjust— 
ment requires an ever-normal granary, (5) a program of commodity loans 
and parity payments is helpful only when it does not lead to furtner 
surplus production. 


A complete discussion of the néw program for wheat and its 
accomplishments is taken up in following chapters. 


sume 
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CHAPTER 3 — THE CURRENT “HEAT PROGRAM 


The Agricultural Adjustment Act of 1938 constitutes the legis-— 
lative basis for a national wheat program designed to provide a more 
even flow of wheat to merket and a more stable income to growers. In 
the interest of consumers, it is designed to help assure plenty of 

wheat for the Nation at all times, even in years when weather or other 
natural conditions reduce production. 


The wheat program consists of a number of measures which wheat 
farmers may use to work out their vroblems of production, distribution, 
and income. These measures include acreage allotments, storage loans, 
crop insurance, marketing quotas, exoort sudsidies, provisions to encourage 
greater use of surpluses, end benefit payments. The effectiveness of 
these combined measures was demonstrated in 1959, the first full year of 
the wheat program's operation. 


Wheat farmers in 1939 used the new program to establish an 
effective: Ever—Normal Granary. ‘Supplies of wheat continued well above 
all needs, but through the program farmers were able to handle these 
supplies in an orderly manner. 


In the face of record-breaking world supplies which depressed 
world wheat prices to an all-time low, United States farmers protected 
domestic wheat prices and wheat income. For example, in Ausust 1938, 
just before farmers began seedings under the new program, the average 
United States farm price of wheat was 24 cents under average quotations 
at Liverpool. One year later, in August 1939, the United States farm 
price was 3-1/2 cents above the Liverpool price. Since Liverpool is 
normally about 30 cents above the domestic farm price, this meant that 
United States farmers actually received 30 to 35 cents a bushel more 
for their*wheet than if their price had been based on the world market. 


Average farm prices continued to improve, rising almost 35 cents 
from August 1939 to April 1940. Following expiration of the 1939 wheet 
loan end the intensification of the Zuropean war, the United States 
average farm price fell back from the 88.9 cent average in April to 
80.7 cents in May 1940 and 67.4 cents in June 1940. 


This, in the first yeer of the current AAA wheat program, wheat 
farmers made substantial progress in improving their income and supplies. 
They protected their price from the world depression; they used crop 
insurance to insure their production; and they used the wheat loan to 
take advantage of the rise in prices. 
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Acreaze Allotment 


Since surplus has been one of the wheat farmer's fundamental 
problems, the acreage allotment is a basic measure in the wheat program. 
Through the acreage allotment, wheat farmers heve the opportunity to 
cooperate on a Nation-wide front to make such adjustments in their 
wheat acreage, up or down, as reserve supplies and prospective markets 
justify. They have the opportunity to work toward the twofold objective 
of a wheat supply sufficient to take care of all needs yet not so great 
as to undermine wheat income. 


NATIONAL ALLOTMENT. In May or June each year, early enough so 

wheat farmers can plan their year's operations ahead of fall seeding, 
the national acreage allotment for wheat is announced. The national : 
allotment is the acreage needed, at normal yields, to make available 
enough wheat for normal domestic consumption and exports and an ade- 
‘quate reserve. onal | 


2 
This allotment is then divided among the States and counties on 
the basis of the previous acreage planted to wheat in the States and | 
counties with adjustments made for abnormal weather conditions, trends, 
and for participation in previous AAA programs. 


FARM ALLOTMENT.— County allotments for wheat are apportioned to 
individual farms principally on the basis of previous seedings with 
consideration also given to crop rotation practices as indicated by : 
tillable acres, type of soil, and topography. Thus the share of the — 
national allotment received by each farm takes into account the amount : 
it has been producing in the past as well as the amount it should supply 
if operated on a sound, soil-conserving basis. . 


been seeded when the 1938 act was passed, farmers did not have .oppor— 
tunity to make use of the acreage allotment provision of the program 
until they began seedings for the 1939 crop. Although an acreage allotment 
of. 62.5 million, acres was set uo by the act for 1938, this was merely 
for the purpose of calculsting benefit payments. Seedings in 1938 
amounted to 79.6 million acres. “ith an average yield per seeded acre 
of 11.7 bushels, the year's production totaled 932 million bushels. 


ADJUSTMENT IN 1938.— Since most of the 1938 whcat had already 
: 


ADJUSTMENT IN 1939.- For 1939, wheat farmers received their 
allotments well aheed of seeding time. The national allotment was 55 
million acres, and 64 million acres were seeded, making a 20 percent 
reduction under the previous year, the largest ever made in a single 
year. The average per seeded acre yield was 11.8 bushels, making the 
production for the year 755 million bushels. As an indication of com- 
pliance with the wheat program, wheat farmers perticipeted to the 
extent that they earned 73 percent of their maximum parity payments. 


ADJUSTMENT IN 1940.- Because of the adjustment in 1939, it was 
possible to increase the national allotment from 55 million for 1939 
to 62 million acres for 1940. Seedings for 1940 totaled 64 million 
acres, and the preliminary estimates indicate e yield of 12.3 bushels 


per seeded acre and a production of 792 million bushels. 


. ALIOIWENT Fi FOR 1941.- in accordance with provisions of the act 
which take into account it Supplies on hand, the prospective crop, and 
needs for the next year, a 1941 national wheat acreage allotment of 
62 million acres was announced May li 1940. This is the same acreage 
as the 1940 national allotment. , 


Storage Loans 


Wheat loans, first of all, provide wheat farmers with a price 
Stop-loss, and, second, they enable farmers to hold prt of their wheat 
off an overloaded market until it can be marketed: in a more orderly 
manner. ; 


& 


beiteiel 7, {EEN OFFERED. - Upon the recommendation of ‘the Secretary of 
Agriculture and with the approval of the President, the Commodity Credit 
_Corvoration is authorized to offer loans on: the security of stored 
wheat. However, in years of excessive supplies or ruinous prices the 
CCC is directed to make loans available to farmers who. cooperate in the 
agricultural Sener StARS program. Such mandatory loans are to be 
offered in any yzar in which the farm price of wheat on June 15 or at 
any time ees ter during the marketing year is below 52 percent of 
the parity price, or in which the Department of Agriculture's July 

crop estimates indicate a wheat Bag? ae Teor than a normal year's domes-— 
tic consumption and exports. 


m -RATE.— The loan rate is determined by the parity price of wheat 

i tae TL. the farm. The rate to cooperating farmers is not less than 52 
_:,percent ‘and not mare than 75 percent of the parity price of wheat at 

the beginning of the marketing year. Country loan values are calculated 
from basic terminal rates with differentials for freight and handling. 


IN QUOTA YEARS.— In years when the marketing quota is applicable 
but is voted down in a referendum, a wheat loan cannot be offered. 


When marketing quotas have been avproved by producers, non- 
cooperators are also eligible for loans, but only on that portion of 
their crop which could not be marketed without penalt., and then at 
only 60 percent of the’ loan rate offered to cooperators. 


1938 LOAN,~ When the first loan on stored wheat was offered in 
the fall of 1938, about 73,000 loans were certified. These loans were 
secured by approximately 857 million bushels of wheat, at an average 
value to’ producers of 53 cents. This United States average was 7 cents 
less than the 60 cents estimated at the time the 1938 loan was announced, 
because ‘a relatively large amount of wheat was stored in areas distant 
from terminal markets. 


oars on 5.5 million bushels out of eh 85. ?-million-bushel total 
were liquidated by banks and other lending agencies, and loans on 80.2 
million ‘bushels were rediscounted through the Commodity Credit Corpora- 


na tion. As of June 30, 1940, loans on only 2,000 bushels of this wheat 


remained outstanding, 15.7 million bushels. had been delivered to the 
Corporation, and loans ral been repaid on the remaining 64.5 million 


bushels. Included in the wheat redeemed were 3.8 million bushels on which 
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the loans had been extended to March 31, 1940, all of which was later 
redeemed, ; 


The Commodity Credit Corporation loaned about 46.4 million dollars on 
1938 wheat, and warehouse charges, interest paid to lending agencies, and 
other expenses brought the total cost to about 48.8 million dollars. The 
Corporation received about 43,2 million dollars in the form of repayments 
by growers, interest collected, and sale of wheat collateral. The loss 
of 5.6 million dollars was about % cents ver bushel on the 80.2 million 
bushels rediscounted with the Corporation, or 6,6 cents on the entire 
85,7 million bushels placed under loan in 1938. 


The Bureau of Agricultural Economics has estimated that the loan 
and export programs added g total of 17 cents per bushel, or 57 million 
dollars, to wheat growers! income from the 1938 crop. The combined cost 
of these programs was 31.6 million dollars, including 26 million dollars 
for the export subsidy and 5.6 million dollars for the wheat loan. 


1939 LOAN.- The 1939 loan was essentially the same as the 1938 
loan, The new program, however, adjusted loan rates to reflect protein 
content. A little more than 237,000 loans, secured by nearly 168 million 
bushels, were made, This more than tripled the number of loans and about 
doubled the number of bushels recorded in the 1938 loan program. 


By June 30, 1940, producers in all States had paid off loans and 
redeemed 22.6 million bushels of farm-stored wheat and 133.1 million 
bushels of elevator-stored wheat, or a total of 155.7 million bushels. 
The Commodity Credit Corporation had taken deliveries of 37,650 bushels 
of farm-stored and 1.6 million bushels of elevator-stored wheat, This 
left outstanding loans on 10 million bushels. Virtually all of these 
loans were on farm-stored collateral and were extended to April 30, 
1941, 


The loan values to producers averaged 63.3 cents, which was 56 
percent of the parity price during the 1939-40 marketing year. 


In July and August 1939, during -harvesttime, farm prices averaged 
about 55 cents as compared with 85 cents jin March 1940 and 89 cents in 
April when the bulk of the loans were repaid. Prices in July and August 
were at least 20 cents a bushel above world levels, so that, with the 
30-cent advance, growers who secured loans on their 1939 crop and ligqui- 
dated these loans in March and April received 60 cents a bushel more than 
they could have received on the world market at harvesttime. Deducting 
10 cents for storage and interest, it is conservatively estimated that 
on at least 160 million bushels, the loan added 50 cents a bushel, or 
80 million dollars, to the income of wheat growers on the 1939 crop. 


The Commodity Credit Corporation had collected $622,000 interest 
on the 1939 wheat loan as of August 1, 1940, and all loans except those 
extended have been paid in full. It is possible that the loss*on the 
small amount delivered to the Corporation will’ be less than the interest _ 
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collected so that the 1939 loan will result in no loss to the Federal 
“Government. 


The sale of a large amount of wheat outside the loan program was 


~~ influenced by the loan. Many producerg who were able to hold their 


“wheat without actually securing a Federal wheat loan would have found 
“it. difficult to secure the necessary tocal credit if this loan had not 
been svailable, 


1940 LOAN.- A wheat loan was announced for the 1940 wheat crop 
with average loan values about the same as for 1939, that is, about 56 
percent of the parity price. 


As of October 8, 1940, the Commodity Credit Corporation reported 
that atotal of 209 million bushels of 1940 wheat had been put under 
‘loan. This corresponded with 128 million bushels for the same period 
in 1939, The loans on 1940 wheat numbered 329,000 as compared with 
183,000 on the same date in 1939. Of the total 1940 collateral on this 
date, 185 million bushels was in warehouse storage, and 24 million in 
farm storage. A total of 150 million dollars had been advanced. 


FARM STORAGH.— Farm storage under the wheat loan program in 1939, 
although subjected to a season of the heaviest weevil infestation on 
record, was established as a successful part of the Hver-Normal Granary 
program, without loss to the Government. 


‘In the 21 midwestern and western States, where virtually all of 
the 1939 wheat loans were made, there were 33,643 loans on farm-stored 
collateral, covering wheat in approximately 65,000 bins. The last 
inspection report compiled following the loan expiration date April 30, 
1940, indicates that only 1,251 bins, or less than 2 percent, in the 
el States were weevily. Most of these bins were treated anc brought 
back into good condition. The remaining loans were voluntarily redeemed 
by the borrowers following the inspection reports. 


The good farm-storage record is due mainly to the stringency of 
loan provisions covering storage. These provisions serve as a protection 
to both the borrower and the Government. 


First of all, the farmer who wishes to borrow on farm-stored 


’. wheat must have had the wheat in the bin for 30 days. At the end of 


that time the wheat is inspected and graded. It must contain no more 
than 14-1/2 percent moisture if it is Hard Red Spring or durum wheat, 

and not more than 14 percent moisture in the case of wheat of other 
'cClasses. Wheat grading No. 3 or better under the Federal Grain Standards 
“is eligible for loans, and wheat grading 4 or 5 solely on the factor of 
“test a is also eligible. 


Before a farm—storage loan is approved, the bins must be inspected 
to ascertain whether or not they are of sufficiently permanent or sub- 
stantial construction to afford safe storage for a period of 2 years,. 
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The bin must also be so constructed as to permit periodical inspection 
(and fumigation of the wheat, if necessary) throughout the loan period. 


The bins are inspected periodically to protect the Government and 
to give the borrower up-to-date information on the condition of his bins. 
During the 1939 season, many producers received reports of weevil from 
the inspectors soon enough to enable them to sell their wheat without 
loss before there was any deterioration. 


The borrower is responsible for keeping farm-stored collateral in 
good condition. In the event the wheat is delivered to the Commodity 
Credit Corporation in settlement of a loan, any deficiencies in quantity, 
grade, or quality are deducted from the storage allowance, and if this 
is not sufficient, the deficiency stands as a debt to the United States 
Government and deductions are made from any payments due the farmer in 
connection with other phases of the program. 


Crop Insurance 


Crop insurance for wheat guarentees participating farmers some 
wheat to sell every year, regardless of unavoidable crop losses. Through 
the program, the burden of crop losses is carried, not by the individual 
grower during a short period of time, but by wheat farmers all over the 
country over a long period. 


ADMINISTRATION.- The wheat crop insurance program is administered 
by the Federai Crop Insurance Corporation, an agency of the United States 
Department of Agriculture, in cooperation with the Agricultural Adjust- 
ment Administration, Because the wheat crop insurance program contrib- 
nteg: materially to the general welfare of agriculture, the Federal Govern- 
ment provides funds for administration and for storing the wheat reserve. 


PPOTFCT.CN.- Wheat crop insurance guarantees the grower against 
loss of the crop from ail unavoidable hazards, including drought, hail, 
wind, froct, wirterkill, fire, disease, and insect and animal pests. 
It guarantees yield alone, not price or quality. , 


The guaranteed yield may be either 50 or 75 percent of the average 
yield of each individual farm insured. This average yield is determined 
from the actual average yield or from an appraisal of the yield for the 
farm for a representative base period. | 


COST,- Premiums for wheat crop insurance are based on the actual 
or appraised loss experience of the farm for the base period. This 
"loss cost": is blended with the loss experience of the county in which 
the farm is situated to smooth out the effect of any accidental losses 
which may have occurred on the farm during this base period, or, conversel} 
to reflect any general losses which this particular farm may have been 
spared in the base period. . 


RESERVES.- Premiums paid in by producers are invested in an 
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- insurance reserve held by the Corporation in the form of actual wheat 
in storage. Indemnities.are paid from the wheat reserves, The Cor- 
poration may build up the reserve only as growers pay premiums and may 
reduce it only as the wheat from the reserve is required to pay the 
losses of insured crops. 


. In addition to the reserve built up by premiums, Congress 
authorized a reserve capital stock of 100 million dollars, of which 40 
million dollars has been appropriated. This capital stock provides a 
back-log to insure payment of indemnities if sufficient wheat is not 
in the wheat reserve to take care of all claims, a situation which may 
arise in years of below-average wheat crops. However, over a long-time 
period, premiums paid in are calculated to build up the wheat reserve 
until an approximate balance with indemnities paid out will be reached, 


IN TERMS OF WHEAT , - An unusual and important féature of the crop 
insurance plan is that all operations are carried out in terms of actual 
bushels of wheat. Insurable yields and indemnity payments are calculated 
in terms of wheat, and premium payments are also stated in terms of 
wheat. Growers may pay in wheat with a warehouse receipt representing 
wheat in storage, or in the cash equivalent of wheat at the market price 
at the time the payment is due, or by assignment of agricultural con- 
servation payments. 


INSURANCE IN 1939,.~ In 1939 a harvest of wheat was insured on 
7,2 million acres of land through the issuance of nearly 166,000 policies, 
Indemnities in excess of 10 million bushels were paid on about one-third 
of the policies. | 


INSURANCE IN 1940.— Nearly 380,000 contracts, more than 2-1/4 times 
the 1939 total, were in effect on the 1940 crop, insuring the production 
against all unavoidable hazards on approximately 12 million acres. The 
total guaranteed production was estimated at more than 106 million 
bushels. The premiums paid by insured growers were about 14.7 million 
bushels, ae 


Up to October 11, 1940, approximately 90,000 claims had been made, 
representing about 24 percent of the 1940 contracts. Indemnities amount- 
ing to 18.6 million bushels had been paid by that date. | 


INSURANCE IN 1941,.- A 65,000 increase over 1940 in the number of 
winter wheat insurance contracts was noted in the fall of 1940 when 
nearly 370,000 contracts were approved before the winter wheat applica- 
tion deadline, August 31, The contracts guarantee an estimated produc- 
tion of about 97 million bushels on more than 9 million acres. Paid 
premiums totaled more than 12 million bushels, 


Marketing Quota 


Under the AAA program the Government helps farmers to establish a 


vane 


20 WHEAT AND THE AAA 
balanced, soil-conserving production, The Government alsq makes commodity 
loans to enable farmers to keep enough on hand for their welfare and for 

the safety of consumers, Several years of unusually good growing weather 
and high yields, however, might build up supplies of farm products to levéls 
above the requirements of domestic consumers, above the possibilities for 
exports, and above any reasonable need for reserves against scarcity. This 
could happen even when acreage allotments, which are figured on the basis 

of average yields, are strictly observed. tT 
.- . , To-meet such situations, the act provides marketing quotas which 

may be used to regulate the volume of wheat moving into interstate. commerce. 


QUOTA LEVEL,- The act specifies that, whenever it appears that the 
total supply of wheat available during the next marketing year will exceed 
a normal year's domestic consumption and exports by more than 35 percent, 

the Secretary of Agriculture is obliged, not later than May 15, to declare 


a wheat marketing quota program in operation. 


: -REFERENDUM,- After a wheat quota is proclaimed, however, and not 
later than-the following June 10, a referendum must be held in which all 
farmers subject to quotas are eligible to vote, 


The quota becomes effective only if two-thirds or more of the 
producers voting are in favor of its use. The wheat quota provisions 
apply to all farms except those on which the normal production of ‘the 
current wheat acreage is less than 200 bushels, 


FARM QUOTA.- When a national marketing quota becomes effective, 
the normal or actual production from each farm's acreage allotment may 
be marketed, ‘ 


For each bushel of a crop marketed in-excess of a farm's market- 
ing quota the act prescribes a penalty of 15 cents a bushel, which is 
collected through the buyer of the product and turned in to the United 
States Treasury. 


When a marketing quota is in effect, loans may be made available 
to producers to help them carry over that portion of the crop which can- 
not be marketed without a penalty. 


EMERGENCIES.- Should a new and greater need for wheat develop 
during any marketing year for which a quota is in effect, the act provides 
for adjustment of the quota or complete suspension, if that is necessary 
to release the required wheat for market. 


NO 1938 QUOTA,- There was no 1938 wheat marketing quota, since 
the act provided that no quota for wheat would go into effect during that 
year unless parity payments were made available prior to May 15, 193% 
-Such funds were not made available by that time, 


1939 SUPPLY.- On May 16, 1939, available statistics of the 
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Department of Agriculture indicated a "ER ERT wheat supply of 976 million 


~‘bushels for the 1939-40 marketing year. The 1939 marketing quota level 


for that year, determined under provisions of the act, was 1,021 million 


~* bushels, which is 135 percent of 756 million bushels, a normal year's 
domestic consumption and exports, Since the total supply did not exceed 

the marketing quota level, a quota proclamation was not required for 

sg aa 


1940 SUPPLY.- On May 14, 1940, it was estimated that the wheat 
supoly for 1940-41 would be 949 million bushels. This supply was below 


the marketing quota level of 1,023 million bushels determined for 1940; 
therefore no marketing quota was proclaimed. The normal year's domestic 


consumption and exports of 758 million bushels used in the calculations 
was determined on the basis of average domestic consumption of 692 

million bushels and exports of 66 million bushels during the 1Oateae period 
ending June 30, 1939, 


Export Program 


The wheat export program, an important emergency measure in the 
over-all national wheat program, is designed to maintain our fair share 
of the world wheat trade and to help ease the pressure of surplus result- 
ing from shrinking world markets, 


The export program, 4/launched in August 1938, was adopted after an 
unsuccessful attempt by the United States to get the-surplus-producing 
countries to sgree upon the distribution of the world wheat market. Other 
major wheat-producing countries were providing various degrees of sub- 
sidies in the scramble for world markets. With a large supply on hand, 
the United States faced a further loss of its share of the market unless 
aggressive action was taken, 


EXPORTS IN 1938-39.-— Under the 1938 program, the wheat portion of 
the combined wheat and flour export program operated through purchases 
in United States markets by the Federal Surplus Commodities Corporation 
(now the Surplus Marketing Administration) and resale of the wheat to 
United States exporters at prices enabling exporters to sell in world 
markets. 


Flour exports were assisted by definite export payments made 
directly to United States exporters, 


In 1938-35 export sales of United States wheat and flour totaled 
approximately 118 million bushels with about 107 million bushels actually 
exported by June 30, 1939. Of the total sales, about 93.7 million 
bushels were assisted through the export program at a cost of about 25.7 
million dollars, or an average of about 27 cents a bushel, 


EXPORTS IN 1939-40.- A revised program worked out for 1939-40 
included three methods of assisting exports. First, the flour export 


i/ For data about 1933-34 export program, see page 9. 
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plan was unchanged, Second, authority to buy and resell wheat was con- 
tinued for use in handling Commodity Credit Corporation loan wheat taken 
over by the FSCC. Third, other wheat exports were assisted through direct 
payments to United States exporters under a bid-payment plan, Export pay- 
ments are determined on the basis of the differentials existing between 
the domestic wheat price and world prices and the cost of transportation 
to world markets. Consideration is also given such factors as class of 
wheat, port of exportation, and ocean freight differentials. 


Because of changing conditions in the fall of 1939, an announcement 
was made December 29, 1939, restricting export operations. Assistance 
was limited to exports of flour from Pacific Coast ports to the Philippine 
Islands. On January 19, 1940, the programs were extended to include 
exports of flour from the same ports to China end Hong Kong, as well as 
to the Philippines, and of wheat to the same three destinations. Further 
extension, to permit contracts for export of wheat from the Pacific Coast 
to Buropean destinations, was made effective on March 12, 1940. These 
extensions were all designed to assist in finding additional outlets for 
the Northwest wheat surplus. During the period from July 1, 1939, through 
June 30, 1940, contracts for the exportation of 35 million bushels of 
wheat and wheat in the form of flour were made under the export program. 
Of this total, contracts for the export of about 10.6 million bushels 
were made after December 29, 1939. Export benefit payments in the second 
half of the marketing year averaged about 26 cents a bushel. 


Total exports of wheat and flour during the 1939-40 marketing year 
were 48 million bushels. = 


EXPORTS IN 1940-41.- The wheat and flour export program was con- 
tinued into 1940-41 on the same basis of its operation during the latter 
part of 1939-40. All the Americas and adjacent islands were added to the 
list of destinations to which shipments of flour, from anywhere in the 
continental United States, can ve assisted. Subsidies on exports from 


Northwest ports of China and Hong Kong were discontinued on October 8, 1940. 


During the first 2 months of the 1940-41 marketing season, all 
exports, including both assisted and unassisted shipments, amounted: to-only 
6.7? million bushels. In the comparable period of 1939-40 and 1938-39 
they totaled 16.2 million and 24,4 million, bushels,_respectively. 


In mid-October, 1940, the export indemnity required to export wheat 
to Europe was about 26 cents from Gulf ports and 22 cents from Pacific 
ports, as compared with about 30 cents a year earlier. 


Encouraging Greater Use of Surpluses 


Greater use of surplus commodities is one objective of the national 
farm program. This has taken the form of research for new uses and pro- 
erans to help needy persons buy surplus products. 
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RESEARCH,- To develop new and expanded industrial uses for farm 
products, including wheat, the Agricultural Adjustment Act of 1938 
authorized the establishment of four regional laboratories to conduct 
research, 


Studies in connection with wheat have been assigned to the lsbora- 
tories which are now being built at Peoria, Illinois, and Albany, Cali- 
fornia, 


SUPPLIES FOR RELIEF,- Because the development of new uses is 
-“mecessarily slow, the Government has supplemented the adjustment features 
of the program with other efforts to expand the farmer's market. For 
several years the Department of Agriculture has cooperated with relief 
agencies in distributing free supplies of food to the destitute, The 
Surplus Marketing Administration (until July 1940, the Federal Surplus 
Commodities Corporation) had included wheat products among its surplus 
purchases for distribution to persons on relief who are unable to buy 
sufficient food, 


From October 1933, when surplus purchases were begun, until July l, 
1938, the Corporation purchased 22 million dollars worth of wheat prod- 
ucts: for distribution to the needy, This included 40 million pounds 
of wheat cereal, 500,000 bushels of wheat for milk wheato, 2 million 
barrels of wheat flour, 10 million bushels of wheat for flour, and 
269,000 barrels of whole-wheat flour, 


Purchases during 1938-39 included 840,000 barrels of wheat cereal, 
$15,000 barrels of graham flour, and 908,000 barrels of white flour, at 
a total cost of 6 million dollars, 


During the 1939-40 fiscal year, purchases of surplus wheat prod- 
ucts: amounted to 19 million dollars and included 670,000 barrels of 
wheat cereal, 1.7 million barrels of graham flour, and 2.8 million barrels 
of white flour. 


These wheat products are distributed carefully to prevent resale 
or any Other competition with commercial sales. State agencies are re- 
quired to distribute the products to relief families in addition to, and 
not in substitution for, commodities which they already buy or receive 
locally, 


STAMP PLAN,- Another phase of the program for distributing surpluses 
to low-income groups, developed in 1939, is known as the Food Stamp Plan, 


In the areas where the plan is in operation certain low-income 
groups receive a 50-percent increase in their food purchases through sur- 
plus-food stamps furnished by the Government. These food stamps may be 
used for cash in purchasing designated surplus foodstuffs in any partici- 
pating market or other established retail food store in any area in which 
the plan is operating. 


Wheat products which have been included in the official stamp 
plan's. surplus foods list are wheat flour and whole-wheat or graham flour, 
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Protection of farm income is a vital purpose of the AAA farm 
program. It seeks to give farmers a larger and steadier share in the . 
national income. In addition to the measures already described, payments 
to augment incomes are offered to farmers who cooperate with the farm 
program. 


Thus a wheat farmer may earn payments of two types: Conservation 
payments, and parity payments. 


CONSERVATION PAYMENTS.—- The conservation payments, in turn, fall 
into two classifications. In the first are payments to producers who 
adjust the acreage of specified soil-depleting crops, such as wheat. 

In the second classification are payments for adopting specified soil- 
building practices. The act requires that funds available for such 
conservation payments be divided among the crops on the basis of the 
adjustment required, their past average acreage, and the parity value 

of the acreage allotment payments offered farmers for adopting specified 
soil-—building practices. 


In 1938 the wheat conservation rate was 12 cents a bushel on the 
normal yield of the acreage allotment, and wheat farmers earned a total 
of 50 million dollars for complying with the program. The 1939 conserva- 
tion wheat rate was 17 cents and wheat farmers earned a total of 84 
million dollars. These payments are in addition to amounts earned for 
carrying out soil-building practices, 


The preliminary 1940 wheat conservation rate was 9 cents a bushel 
on the normal yield of the acreage allotment. Following the program 
sign-up, however, an increase in participation above preliminary estimates 
was indicated, and consequently a 10 percent reduction in the rate of 
payment was announced, 


PARITY PAYMENTS.- In seeking to give agriculture a fairer share ot 
the national income, the objective of the farm program is "parity" price 
for the things the farmer produces. For the wheat farmer, parity is the 
price he must get for a bushel of wheat in order to have the same purchas- 
ing power he had in the pre-war period, 1909-1914. 


If and when appropriations are made for them, the 1938 act authorizes 
parity payments to help establish farm income and purchasing power nearer 
the pre-war level. Funds which are appropriated for parity payments are 
apportioned among the five basic crops on the basis of the amount by which 
each failed to reach varity income for that commodity in the previous 
marketing year. The »vayment to the farmer is then made contingent upon 
compliance with his acreage allotments. 


Congress appropriated 212 million dollars for parity payments in 
connection with the 1939 program. Wheat farmers earned 54 million dollars — 


at a rate of 11 cents a bushel on the normal yield of their acreage 
allotments, yi 
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The 1940 appropriation was 225 million dollars, Of this, 59 
million dollars was allocated to the wheat program in accordance with the 
formula set up in the act. ‘The wheat parity payment rate was 10 cents. 

A total of 212 million dollars has been appropriated for 1941, 


Protected Incone 


(1939 INCOME,- In 1939 farmers who seeded within their wheat allot- 
ments earned a parity payment of 11 cents and a conservation payment of 
17? cents per bushel, both based on the normal yield of their allotments. 
In addition, they were eligible to place their wheat under loan. Since 
the average 1939 loan value to farmers was 63.3 cents, cooperating wheat 
farmers were assured, on the average, at least 91 cents a bushel on 
their normal yields, However, a farmer who stored his wheat under loan 
until April could have sold it for an average price of 88.9 cents, This, 
together with the 28-cent AAA payment, totals $1,17, out of which the 
farmer paid 3 percent interest on his loan, storage, and other charges. 


In the calendar year 1939, cash farm income from wheat, including 
Government payments, was estimated et 535 million dollars, while in 1938 
it totaled 446 million collars and in 1932 only 200 million dollars. 
Wheat production was anproximately the same in 1939 as in 1932. 


Cash income from wheat in 1989, including Government payments, 
was thus more than double that in 1932, 


1940 INCOME,- With a conservation payment of 8.1 cents a bushel 
and a parity paymeat of 10 cents a bushel, farmers who cooperated with 
their 1940 wheat acreaze allotments earned paynents totaling slightly 
more than 18 cents a bushel on the normal yield of their acreage allot- 
ments, 


With an average loan value of at least 53 cents a bushel snd 1940 
conservation and parity payments of 18 cents a bushel, wheat farmers 
cooverating in the AAA program in 1940 are assured, on the average, of a 
return at the farm of at least 81 cents a bushel, regardless of market 
prices, 


Conservation 


The provisions of the AAA program relating to wheat are an integral 
part of the over-sll conservation program, The major wheat problems are 
surpluses and depressed income, and these are likewise conservation 
problems, 


A farmer who grows more soil-depleting crops than he can sell at 
a fair price robs himself of his capital by wastinghis soil fertility 
and his labor, Consequently, balanced production and guaranteed supplies 
through the wheat acreage allotment and other Ever-Normal Granary pro- 
visions of the program are direct steps toward soil conservation, 
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In addition to saving soil by limiting overproduction, the wheat 
farmer has the same opportunity as other farmers in the program to 
build up his land further with soil-building practices which are suitable 
_ to his farm or to the area. , 

Administration 

Administration of the AAA farm program, including the provisions 
dealing with wheat, is in the hands. of cooperating county and community 
farmer committees elected by local fellow farmers. © As with all who 
cooperate with the AAA, participating wheat farmers help pay local ad- 
ministrative expenses out of their AAA payments. 

BIBLIOGRAPHY 
Agricultural Adjustment 1937-28, G-85, issued January 1939, AAA 
Agricultural Adjustment 1938-39, G-96, issued November 1939, AAA 
An American Income for Wheat, G-90, issued October 1938, AAA 


Report of Federal Surplus Commodities. Corporation, 1938, issued 
September 1938, FSCC 


Report of Federal Surplus Commodities Corporation, for the fiscal 
year 1939, issued October 1939, FSCC 


The AAA Wheat Program in Operation, G-101, issued July 1940, AAA 
The New Farm Act, G-83, issued February 1938, AAA 
The Wheat Problem, G-93, issued January 1939, AAA 


Wheat and the Agricultural Adjustment Act of 1938, 38-Wheat—-2, 
issued June 1938, AAA 


CHAPTER 4 — WAR AND THE WHEAT FARMER 


In appraising the problems facing the American wheat farmer to- 
day, with most of the world again at war, a study of the situation 
during World War I is significant. Because of changed conditions and 
new forces at work in the world, however, conclusions cannot be reached 
simply on the basis of a comparison of the situation then and now, 


The differences are not all unfavorable. Today, for example, 
American agriculture is in a much better position to carry out programs 
of adjustment which may be necessary as a result of the war. In con- 
trast to the World War I period, farmers in almost every county in the 
United States are now organized for quick action in dealing with prob- 
lems of production, conservation, credit, and rural welfare, Whatever 
the demands upon agriculture, these organized groups of farmers can 
move swiftly. They are equippec to bring about speedily either an 
increase or decrease in production, and to administer whatever program 
of action is called for, 


Wheat in World War I and II 


WORLD SUPPLY.- In 1914, at the outbreak of World War I, the 
world had a wheat supply of about 3.5 billion bushels. This was 1.9 
billion bushels smaller than the world wheat supply at the outbreak of 
World War II in 1939, The 1939-40 world supply was 5.4 billion bushels, 
an increase of 54 vercent over 1914, and the largest on record, 


World supplies increased in 1915 to 4,2 billion bushels, and to 
4.6 billion bushels in 1916, 


WORLD SHIPMENTS.- Compared with average shipments of 416 million 
bushels in 1984-38 and 451 million bushels in 1938-39, shipments to 
European countries in 1914-15 were 504 million tushels. With a large 
erop in surplus-producing countries, shipments in 1915-16 rose to 516 
million bushels; then with a small crop in these countries in 1916 they 
declined to 498 million bushels. 


Unusually large exports from the United States were possible in 
1914, and again in the first half of 1915, because of very small crops 
in Canada and Australia and a record crop in the United States. In 
contrast to that situation, Canada alone now has large enough supplies 
to fill all prospective world trade outlets in 1940-41, 


European takings of United States wheat and flour have declined 
since about 1924, and in recent years have avereged considerably below 
the 1910-14 average. In contrast with the World War I period, the United 
States now faces greatly increased competition, particularly in the 
important United Kingdom market, which may be expected to favor Canada, 
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DOMESTIC PRICES.- Prices of wheat received by growers in the 
United States averaged 85 cents in August 1914, the month in which World 
War I was declared. In September 1914 they averaged 93 cents, in 
October 95 cents, in November 98 cents, and in December 103 cents, 
This advance was largely a reflection of the very small crop in Canada 
that year. Subsequently there was a crop failure in Australia and 
prices advanced to $1.36 in April and May 1915, Then they declined 
and remained lower throughout that year. 


In 1915 the United States wheat crop at 1,009 million bushels, 
and the world wheat crop at 3,520 million bushels, were both the high- 
est on record up-to that time, and prices averaged slightly lower than 
for the previous year. 


The 1916 crop was the first to sell for materially higher prices 
following the outbreak of the war in 1914, In 1916-17 world production 
dropped below average consumption levels, and there was a sharp rise in 
the general price level. 


Throughout the entire period of World War I, conditions differed 
greatly from those of the present. World supplies are now much larger, 
Importing countries, for the most part, are better prepared from the 
standpoint of wheat supplies, and stricter control of trade is exer- 
cised by belligerents and neutrals alike. There is nothing in the 
present outlook to support an assumption that wheat prices will follow 
a course similar to that of the 1914-191 period, 


Our entry into the war in 1917 was accompanied by a growing 
pressure to get every acre of land into food production to help our 
allies. Now, in 1940, we and the world have great surpluses of food 
and fiber on our hands. World markets have shrunk. The pressure this 
time is in the opposite direction from that of 1917. 


War Measures 1/ and the Farm Market 


Events following the outbreak of World War II have intensified 
the difficulties for United States exports of wheat and other farm 
products. One after another of the European countries has carried 
out wartime control measures or for other reasons have cut down American 
imports. On the one hand, belligerents have virtually ceased buying 
our agricultural products, and, on the other, the neutral countries in 
Burope have been lergely shut off as export outlets as the result of 


blockade and military operations. There are two main reasons-.for..these © 
developments ~ 


In the first place, the belligerents have been preparing for 
some time to do with a minimum of imported agricultural commodities. 
In preparation for war, a number of them made the achievement of agri- 
cultural self-sufficiency an important official objective. 


1/ For additional material on war measures in foreign countries see 
Chapter VI. 
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In the second place, World War II is "total." From the very 
outset, the conflicting parties have concentrated on the effort to 
prevent supplies from reaching the enemy. This they have done by 
blockade and the interruption of transportation facilities of all 
kinds. Moreover, they have conserved their own resources for war 
needs, They have rationed consumption of products usually imported, 
have diverted the purchases of indispensable imports to countries 
willing to accept controlled national currencies instead of free 
exchange, and have purchased foreign orders through government-— 
purchasing agencies able to bargain for the lowest available prices. © 


It appears that, while distress may possibly drive belligerents 
to increase their purchases of our ‘agricultural surpluses, any con- 
siderable restoration of our markets in the belligerent countries is 
unlikely as long as present conditions exist. 


First Year of World War IT 


During its first year, World War II has greatly affected the 
foreign trade of the United States, Broadly stated, our exports of 
agricultural commodities have suffered severe losses, while our in- 
dustrial exports have climbed, On the side of imports, the influence 
of the war has been relatively small, although raw-material imports 
have been somewhat increased as a result of war stimulation to United 
States industry. 


A striking thing about the situation as a whole is its great 
difference from that which prevailed during World War I, Then, our 
foodstuff exports were seen § stimulated, although this effect was 
felt mainly efter 2 or & years of war. In the present case, however, 
foodstuffs exports, almost from the beginning, have been severely 
curtailed, end there is littls prospect for a reversal of this de- 
velopment while the war continues, 


WHEAT.- Exports of wheat from the United States fell off about 
76 percent in the first year of World War II as compared with the 
year before. They were about 62 percent less than their average for 
the like period during the 10 years 1929-1938, 


The reduction in exports to the American wheat farmer's biggest 
customer accounted for a large part of the decrease. Instead of buying 
approximately 25 million bushels as during the year before the war, the 
United Kingdom took slightly less than 3 million bushels in the first year 
of the war. Only three countries (Russia, Norway, and Italy) increased 
their imports of United States wheat during the period. However, the 
total increase for all three did not exceed 8 million bushels. 


An indication of what the United States wheat trade might be 
like durin; the current year is the trend in July and August 1940. 
Exports were less than 7 million bushels as compared with 16 million 
for the two months in 1939 and 24 million for the same period in 1938, 
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‘With Europe's continental markets closed and shipments to the British 
Isles drastically reduced, less than 31 percent of the total was destined 
for Burope, as against 48 percent in 1939 and 83 percent in 1938. 


WONAGRICULTURAL EXPORTS.- Exports of nonegricultural products, 
unlike those of most farm products, have been greatly expanded as a 
result of World War II.. The increase has occurred largely in items 
urgently needed for the conduct of the war, Moreover, there has been 
a substantial increase in United States exports of nonagricultural prod- 
ucts. to countries, particularly those of Latin America, where competi- 
tion with products of the belligerent countries is less severe than it 
was before the war, 


To the extent that this expansion in non-farm trade supports a 
higher level of industrial activity and employment in the United States 
than would otherwise prevail, it improves the domestic market for United 
States farm products, but such an improvement is more likely to affect 
prices for foods other than wheat, the price of which is already above 
world price levels. 
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CHAPTER 5, THE CURRENT SITUATION 
The World Situetion 


At the opening of the 1940-41 marketing year, large supplies and 
restricted trade were dominant factors in the world wheat situation. 
World wheat supplies were estimated to be about 50 million bushels 
under 1939-40, when they totaled about 5,445 million bushels, the 
largest supply on record, 


International trade in wheat continued to be hampered by import 
controls and war blockade. In 1939-40 trade was about two-thirds the 
1928-29 peak of nearly 950 million bushels, and in 1940-41 it may be 
less than one-half of that peak. 


With the discontinuance of information on the wheat situation 
formerly received from many countries, available estimates are at 
best only indications. 


WORLD CARRYOVER..-- The world carryover July 1, 1940 has been 
estimated at 1,390 million bushels, the largest carryover in world 
history. It exceeds by about 215 million bushels the carryover of 
the previous year, is more than twice as large as that of 1938, and 
one-fifth larger than the carryover in July 19359. 


WORLD PRODUCTION, -- The 1940 world wheat production has been 
estimated at about 3,997 million bushels, which is about 6 percent 
below the 1939 crop and about 14 percent below the record 1938 pro- 
duction. 


WORLD TRADE. -— Were it not for European military anc political 
conditions, the 1940-41 world trade in wheat and flour probably would 
be well above that of any recent year as a result of Europe's poor 
crop. A continuation of the blockade and present governmental policies 
in surplus countries, however, will greatly restrict the trede. On 
this basis, takings by European countries may run between 250 million 
and 275 million bushels and those by non-European countries may amount 
to 150 million bushels, making a total of from 400 million to 425 mil- 
lion bushels. ‘ 


During the last 8 years, world shipments of wheat have averaged. 
only 545 million bushels. Of this amount, non-European countries took 
125 million bushels; the British Isles, 210 million bushels; and other . 
Buropean countries, 210 million bushels, | 


CONSUMPTION. ~— World consumption of wheat in 1939-40 has been 
estimated at 4,053 million bushels, compared with 4,066 million bushels 
a year earlier. Annual world consumption during the 1930's averaged 
3,800 million bushels, as compared with 3,485 million bushels in the 


1920's, em 


32 ___WHBAT AND THE AAA 


— eel 


WORLD PRICE, -~ The world price of wheat for 1939-40, as indi- 
cated by the average price per bushel of British parcels (prices since 
September 2, 1939, computed on basis of prices in exporting countries 
and convoyed ocean freight rates), was 70 cents a bushel, 2 cents higher 
than the average for 1938-39, This price would have resulted in average 
prices to the United States farmer of about 40 cents a bushel if we 
had not been protected from world conditions. 


Current United States Wheat Situation 


CARRYOVER, -- Stocks of old wheat in the United States on July 
1, 1940, have been estimated at 284 million bushels. This figure includes 
13 million bushels in the insurance reserve, and is more than twice 
the average carryover in the 1920's. 


During the 10-year period 1930-39, the carryover of old wheat 
in the United States averaged about 230 million bushels. The period 
included a record peak of about 360 million bushels in 1933 and a low 
jn 1937 of about 83 million bushels, the lowest since 1919. 


Stocks of commercial bread-milling types---~hard red winter and 
hard red spring---— are abundant, comprising 220 million bushels out 
of the total 284 million bushel carryover. . 


PRODUCTION. -- A total 1940 wheat crop of 792 million bushels 
was indicated by October 1 reports on yield per acre and condition. 
This is nearly 5 percent above both last year's crop of 755 million 
bushels and the 10-year (1929-38) average of 755 million bushels. The 
indicated yield of 15 bushels per harvested acre for all wheat is above 
last year's yield of 14.1 bushels and well over the 10-year average 
of 13.2 bushels. | 


SUFPLIES, -- With a carryover on July 1, 1940, of 284 million 
bushels and a crop of about 792 million bushels, the total wheat supply 
im 1940-41 accordingly will be about 1,076 million bushels, With do- 
mestic disappearance expected to be about 700 million bushels, about 
376 million bushels will be available for export in 1940-41 or for 


carryover on July i,.1941. 


EXPORTS. -- Export prospects for 1940-41 are very uncertain. 
However, on the basis of present prospects, exports of wheat and flour 
may emount to the equivalent of about 25 million bushels. In 1939-40 
about 45 million bushels were exported, as compared with average annual 
exports of 54 million bushels in the decade of the 1930's and 194 mil-. 
lion in the 1920's, 


PRICES. —— Domestic wheat price. to growers in 1939-40 on the 
basis of weighted averages . +s 69.1 cents. This is 13 cents higher 


than the year before, a greater increase than was shown in the British 
markets. 
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Since September 1936, United States prices have been relatively 
high compared with values at Liverpool. For example, in 1937-38 No. 2 
Hard Winter at Kansas City averaged 26.5 cents below prices of parcels 
at Liverpool, and over the § years 1926-27 to 1931-32 they averaged 
15 cents below prices at liverpool. From October 1938 to June 1939, 
however, “o. 2 Hard Winter at Kensas City aversged 5.3 cents above 
prices of parceis at Liverpool. Because British marets have been 
closed since September 2, 1939, prices at Liverpool for the 1939-40 
year are not available. However, using velues computed on the basis 
of prices in exporting countries and convoyed ocean freight rates, it 
is estimated that prices of No. 2 Hard ‘Winter at Kansas City have av- 
eraged about 6 cents above the prices of wheat parcels at Liverpool. 


Computed on the basis of export price values, the export inden- 
nity required to export wheat to Burope in mid-October 1940 was about 
22 cents a bushel from the Pacific Coast and about 26 cents from the 
Gulf, eee with about 30 cents from both ports the year before. 


With the turn of events in Europe since May, wheat prices in 
the United States, to a considerable extent, have beccne independent 
of prices in other countries. As the 1940 crop was being harvested 
the dominant price influence was the loan program. A large proportion 
of receipts at markets has been placed in stornge, reducing ia quan- 
tity of wheat available at prices materially below loan value In 
mid-October 1940, for example, white wheat at Portland was aa 1.6 
cents above the S0Bu rate, red at St. Louis and hard winter at Kansas 
City were about 9.5 and 3.1 cents over the loan, respectively, and 
hard spring at Minneapolis, about 3.8 cents below. 


Price developments in 1929-40 were generally advantageous to 
growers who stored their wheat. In July and August, wheat prices at 
Kansas City and Minneapolis averaged 9 to 12 cents below loan value 
For a brief time during that period the difference was as great as es 
cents a bushel in some markets. In Septemoer, October, and November, 
prices at Kansas City averaged about & cents above loan values, while 
those at Minneapolis averaged about 4 cents above. After the sharp 
advance in December, prices at Kansas City for the 5 manths December- 
April averaged 24 cents above loan values, and those at Minneapolis 
for the same period about 18 cents above. 
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CHAPTER 6 — WHSAT I’ OTHER COUNTRIES 


Since the United States wheat farmer is traditionally an 
exporter, he has long been concerned with wheat crop prospects through- 
out the world. The price-of the wheat he has sold abroad frequently 
is influenced by crop conditions in countries which are competing for 
the same world market, or an umausual year in importing countries may 
affect the demand for all the exporters. 


In the last two decades, however, another factor has been of 
increasing concern to the exporting farmer. In country after country, 
governments by choice or necessity have adopted policies of closer 
supervision over their wheat industry and wheat trade. 


The increased competition, the decreased markets, and the grow- 
ing trade barriers in the world today are results of many of these 
policies, and the wheat farmer producing wheet for export finds these 
policies reflected in smaller sales, mounting carryovers, and 
depressed prices, unless counter stens are taken to protect him. 


Canada's Prosvrem end Current Situation 


FIXED PRICE.- A Wheat Board which offers to buy whest from the 
producer at a fixed price is the basis of the Canadian wheat program. 
As the program was operated in 1939, the Board purchased up to 
5,000 bushels from a producer at 70 cents a bushel on the basis of 
No. 1 Northern Spring delivered at Fort William, Port Arthur, or 
Vancouver. This price is estimated to have averaged about 52 cents 
on 1939 wheat for the prairie provinces generally. However, the bulk 
of the wheat last season appears to heve been sold in the open market 
rather than to the Wheat Board because the market price was above the 
fixed price most of the year. 


The policy announced for 1940-41 continues the initial payment 
of 70 cents a bushel to producers, on the basis of deliveries at Fort 
William, Port Arthur,or Vancouver, tt the 5,000—bushel limitation 
previously placed on deliveries by individual growers has been re~ 
moved. Prices in the Winnipeg wheat futures marxet are pegged near 
the bevels at the beginning of this marketing season. 


PROCESSING TAX.- An important new feature of Canada's wheat 
policy is the imposition of s processing tax of 15 cents a bushel on 
all wheat converted into products used for human consumption. The 
levy does not apply to products made for export. 
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About one-fourth of the domestic crop is expected to come under 
this ruling, and the proceeds therefrom are payable to the Wheat Board, 
which will use them to augment the revenue derived from the sale of 
wheat delivered by Canadian farmers. 


LIMITED SALES.— Because of the inadequacy of storage space, 
quotas were set up for early deliveries of wheat. Altogether Canada 
can handle between 425 million and 450 million bushels of grain in 
the usual storage facilities. With 270 million bushels of the wheat 
carryover already in storage wien the new crop was being harvested, 
however, tne remaining space available was only about 160 million 
bushels. 


First deliveries of the sesson vere limited to 5 bushels per 
seeded acre as a means of allocating all storage space equitably 
among the producers. Later this was increased to 8 tushels with 
further increases made in areas where space permitted additional 
deliveries. As the season advanced, some increases in the amount 
delivered were permitted. 


STORAGE ALLOWANCE.— As comoensation to growers for holding 
wheat on their farms, the Wheat Board has offered to pay a farm 
storage allowance of 1/45 of a cent per bushel a day, amounting to 
about 2/3 of a cent per bushel a month, effective for a 9-month 
period. 


OTHER STORAGE MZASURES.- It is expected that a Janse part of 
the 1940 wheat crop of Canada will have to be stored on farms through-— 
out the entire marketing year and that public storage facilities will 
Still be full when the 1941 crop is harvested. Part of the effort to 
meet the situation is the encouraging of farmers to leave stacks of 
wheat unthreshed, to store grain in sheds or any other available farm 
buildings, and to pile grain outdoors in improvised enclosures. 


To relieve the pressure on public warehouses and elevators, 
the utilization of available buildings as annexes has been authorized, 
and a program for erecting 400 temporary buildings for this purpose 
by the Saskatchewan Fool Elevators, Limited, has been inaugurated. 


The Canadian Agricultural Susplies Board has arranged for the 
allocation of space for storing 4 million bushels of feed grain at 
points along the Saint Lawrence River, in order that eastern farmers 
may obtain western grain before the close of inland navigation, and 
the Nova Scotia Department of Agriculture has advised the dairy 
farmers to buy their winter supplies of feed grain early to avoid 
the risk of higher prices later on and to help in alleviating the 
storage problen. 


Despite these measures, it is estimated that only 260 million 
bushels of western wheat can be delivered before the close of 
navigation and that about 100 million bushels will still ,remain on | 
farms at the beginning of the next marketing season, August 1, 1941. 
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AOREAGE.- The total acreage sown to wheat for 1940 harvest in 
Canada was 28.7 million acres, as compared with the 26.7 million acres 
an i930. 


SUPPLIES .- The Canadian carryover of old wheat on Auzust 1, 
1940, has been estimated at GOl million bushels. This is an increase 
of about 157 million bushels over the previous year. The Canadian 
1940 crop has been estimated at 561 million bushels, second only to 
the 567 million bushel croo in 1928. In recent years, Canadian crops 
have averaged around 350 million bushels. 


On the basis of the carryover and the prospective 1940 crop, 
Canada will have a total supply of about 862 million bushels. 


After deducting 130 million bushels for domestic consumption 
(a fisure above averaze), there will remain 732 million bushels avail- 
able for exoort or carr;over, In other words, tne Canadian surplus 
supplies will probably be sufficient to take care of total world trade 
under war conditions and still leave a large carr-over. 


EXPORTS.- During 1939-4C, Canada ex .orted 210 million bushels 
of wheat, or nearly a third of the total resorted for the principal 
exporting countries of the worlc, #s compared with 160 million bushels 
in 1938-39. 


Governmental Policies of Cther Exporters 


Im addition to the United States and Canada, the principal 
wheat exporters have included Australia, Arzentina, and the Danube 
Basin countries. 


The central objectives of the agricultural policies in these 
surplus countries have been directed toward (1) finding foreign outlets 
for production grown in excess of domestic requirements, and (2) mainte— 
nance of prices when world market concitions were greatly depressed. 


This policy has often involved some type of export bounty or 
subsidy. In some countries, notably Canada and Argentina, minimum 
price guaranty schemes have been used. In general, marxeting controls, 
some form of benefit payments to farmers, price fixing or price 
control, pooling overations, anc more lisersl credit facilities have, 
in varying degrees, featured agricultural »solicy in most of the 
surplus—producing countries. 


Trade agreements with other foreign countries have been used 
by many of the surnlus-proeducing countries to promote farm exoorts, 
taking the form of tariff reductions, enlarged shares of import quotas, 
more favoratle foreign—-exchange allocations, or similsr trade 
concessions. 
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> Ah universal feature of farm aid in the surplus-producing 
countries during the past decade appears to have been currency 
depreciation, which has occurred in all agricultural exoorting | 
countries since the beginning of the world economic depression. Such 
action in several cases hes contributed toward the, maintenance of 
farm prices at higher levels in terms of national currencies. 


SOUTHERN HEMISPHERE PROSPECTS.- Prospects for the current 
wheat crop of the Southern Hemisphere are not bright. Present 
indications suggest a total out-turn for Argentina, Australia, end the 
Union of South Africa somewhat short of the small harvest of 345 
million bushels. reported by these countries in 1939-40 and about 
25 percent below the average of the past 10 years. 


‘Although the total for 1940-41 may not be greatly changed from 
that of the previous year, the distribution will be different. In 
1939-40, Argentina harvested a below-average crop, whereas Australia's 
production exceeded the usual out-turn; this year the reverse is expected. 
In the Union of South Africa, which is relatively unimportant as a 
wheat producer, a crop equel to or somewhat better than average 
seems likely. We32i 


Wheet available for export from the 1940-41 wheat crop of the 
Southern Hemisphere may fall as much as 50 million bushels or more 
short of the exportable supolies from the 1939-40 crop as a result of 
the change in the distribution of the crop. Argentina has little or 
no carryover but has a fairly good crop and as a result has more than 
10 million bushels available for export or carryover. This is far 
below the 165 million bushels available o year earlier but the 
difference is partially made uo in Australia. With old-crop stocks 
apparently of record size and a small hervest, Australia has 145 
million bushels available for export or carryover as compared with 
49 million bushels a year earlier. The suonly situation in the 
. Southern Hemisphere appears, therefore, more favorable for 
exnortation next year than might be assumed from present crop 
prospects. 


DANUBIAN COUNTRIES.- Production in the Danubian countries is 
estimated at 300 million bushels. This is a reduction of about one- 
third from the large 1939 harvest. The estimate of 300 million 
pushels includes Bessarabia and northern Bukovina, territory now 
ceded to the Soviet Union. This area normally produces about 20 
percent of the Rumanian crop, but this year it appears to account for 
a somewhat lerger share of that country's total. 


The harvest in the Soviet. Union has. been officially stated as ;- 
above those in either of the pasttwo seasons, with the most favorable 
reports coming from the Black Sea region. Le 
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The United Kingdom, western Burope, and the Orient ave the 
major wheat importing areas. The main emphasis in agricultural policy 
in these countries, particularly Germany and Italy, has been on the 
protection of their farmers from foreign competition, and on the 
achievement of a high degree of agricultural self-sufficiency. Since 
the outbreak of the present war, the United Kingdom has adopted an 
emersency program of enlarged farm output. 


High protective tariffs, import quotas, and price fixing for 
home—produced commodities at levels well above world market prices 
have been outstanding features of government aid to agriculture in 
most of the deficit countries. Maintaining a high domestic price 
level for a product of which there is a netional shortaze is far 
easier than maintaining prices in a surplus—producing country where 
the excess production is disvosed of at world-market prices. 


In the United Kingdom, for instance, domestic wheat producti on 
supplies only about one-fourth of that country's total wheat 
requirements. Domestic production was subsidized by a high 
guaranteed price even before the outbreak of the present war and 
Since then’ the subsidy has been further increased. The subsidy pay- 
ments were financed until recently by an excise tax on all flour 
consumed in the United Kingdom. 


Farmer-elected marketing (or control) boards for the 
establishment of marketing schemes are an important feature of the 
United Kingdom's farm program. 


Since the beginning of the war a further expansion of 
acresge has been encouraged through bonuses for plowing up grasslands. 
Full control over the grain trade and imports has also been 
established by the Government. 


Germany is the outstanding example of a totalitarian deficit 
country. it is now almost self-sufficient for wheat and especially 
rye which is the principal bread grain. A large acreage and high 
yields of these grains hare been encouraged by high fixed prices. 
An elaborate system of market control is also in force to make the 
prices effective, provide for orderly marketing, and permit the 
government to establish and maintain reserve stocks. Foreign trade 
is also strictly controlled and an important feature of the grain trade 
in recent years has been the barter deals with the Danube and other 
countries. : 


Certain features of the German farm control program or variations 
of it, have also been practiced in Italy and Soviet Russia. 
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EUROPE.- Wheat production in European countries, not including the 
Soviet Union, appears to have totaled around 1.4 billion bushels during 
1940, or ebout 20 percent below that for 1939 and nearly 11 percent 
under the 1933-37 average. 


The greatest reductions occurred in western northern, and south-— 
eastern Europe, where smaller acreages remained for harvest and yields 
were low. Adverse weather during the fall seeding season, severe cold 
during the winter, a very late spring, heavy floods in some areas, and 
generally disrupted labor conditions combined to make the crop year abnor- 
mal. The most favorable conditions prevailed in southern Europe; but, 
with the exception of Spain (where some recovery took place from reduced 
crops of the 2 previous war years) and the British Isles (where a greatly 
increased acreage offset somewhat smaller yields per acre), there is no 
indication that wheat production was increased in any part of Burope. 


A reduction similar to that in Europe also occurred in North 
Africa. 


ORIENT.- The 1940 wheat crop of the Orient is estimated at about 
792 million bushels. Manchurian production will probably not come up 
to earlier expectations because of excessive rains and hailstorms in 
important producing areas, and a downward revision of the first of fi- 
cial estimate of Japan is expected. Frospects for imports of foreign 
wheat appear uncertain. Sporadic bookings of United States and 
Australian wheat may be made, but the volume of foreign purchases 
will depend on price and exchange factors. 


Bffect Upon United States Arriculture 


These foreign farm programs are the exoression of the prevalent 
economic nationalism. Their cumulative effect on United States farmers 
since 1929 has been a heevy reduction in the total value and volume of - 
American farm exports, particularly to Surope, which had previously 
taken between 70 and &O0 percent of our wheat exports. 


On the one hand, world wheat-exporting countries since the 1920's 
have materially increased annusl export supplies so that wheat available 
for export now usually totals from 900 mtllion to 1 billion bushels 
annually. 


Current world import recuirements, on the other hand, are about 
550 million bushels. In 1940-41 they are expected to be only about 
400 million to possibly 425 million bushels. 


The American farm program has been built in part to counteract 
the effects of these foreign farm programs and of the forces of 
nationalism behind them. The American program has some features 
similar to the programs in other countries, such as loans for 
supporting prices, the benefit payments, and the export subsidies. 
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But the United States program is unlike that of the other 
princivel exporters in its emphasis on conservation, in its Ever- 
Normal Granary for providing abundance at all times, and in its 
efforts to increase domestic consumption through the stam plan and 
throuzh research for new uses for farm products. 


The American vrogram differs from the others, too, in that it 
adjusts acreage roughly in line with available markets as well as with 
sound conservation farming. This is not in contradiction to the 
theory expressed by many American businessmen who govern their 
production lergely by what can be sold profitably; in contrast to 
industry, however, agriculture operates under a program which 
provides for surplus adjustment while producing enough for all our 
needs plus abunaant reserves. Most important, the American vrogram 
is voluntar,-, in contrast with the compulsory programs of many of the 
other countries. The American program is in the hends of farmers, as 
befits a democracy. 
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CHAPTER 7 ~ THE WHEAT FARMER LOOKS AT THE FUTURE 


As United States farmers shape a wheat policy for the future, 
two factors must be considered: First, this country has consistently 
produced more wheat than our own people could consume; and second, 
worid developments have reduced our opportunities for exporting wheat 
on the scale we have in the past. These ‘two facts were highlighted in 
‘the early 1930's, when our production of wheat contimed as if we were 
Supplying a. fifth of the world's needs, whereas in reality our exports 
had fallen off drastically. The surpluses and Cepressed wheat prices 
which resulted demonstrated the fallacy of producing for a world market 
which haz cissppiarcd. 


Under such conditions, three alternative courses present themselvess 
(1) We must«re-create the opnvortunities for exnort, (2) we must withdraw 
from the world wheat trade, or (3) we must wor's out a middle-of-—the-road 
‘course between these two extremes. : 


Reviving Export Trade 


Major difficulties fase offerts to reopen opportunities for 
exoort in the immedisie future. 


IMPORT. BAZRIZERS.—~ One of these obstacles is the world-wide 
growth of trade tarriers. Free trading has teen virtually eliminated 
by such import restrictions as exchange control, tariffs, license, or 
import permit systems, and milling and baking regulations and, as 
regards certain countries, clearing, barter, or preferential agreements 
and. governmént deals. Such developments have not been unfavorable to 
all countries; on the contrary, for those exporters receiving preferen— 
tial treatment through special tariffs, currency regulations, barter, 
or otherwise, the. wheat trade and industry is piaced on a relatively 
stable basis admitting of increases when the market. permits. 


Among the exporting countries which have been enjoying prefer-. 
ential market and trade conditions are those of the Danube Basin, the 
Near East, North Africa, and, nore recently, Russian and the British 
Empire countries. 


World reconstruction after “orld War II may reverse the trend 
of such trade operations, but regardless of who wins the war it is not 
likely that:world wheat trade will soon return to.a purely economic 
basis with price and quality the chief market factors. 
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CREDITS.-~ Zven were trade barriers eliminated, other obstacles © 
to the restoration of our former wheat export: trade present themselves. 
One of these is the matter of credits. To buy wheat from us, the 
importers must have some means of paying us, but our transition during 
the last war from a debtor to a creditor nation hes made this difficult. 
Whether the United States would be willing to change its ‘imnort policy 
to permit foreign customers to build up credits in this country for pur- 
chases of wheat and other products Ais: a auestion not yet answered. 


LOANS.— Credits constitute no new trade difficulty. We were 
faced with this difficulty immediately after World War I. In the 1920's 
we solved the problem by embarking upon a lending policy to enable other 
countries to buy from us. This, however, is at best a temporary stopgap, 
end, in view of the foreign debts now owed us, another lending policy is 
not likely to be pronosed, at least as a permanent solution. 


TRADE AGREEMENTS.— Before the outbreak of World ‘Yar II negotia— 
tions were under wa; for an international wheat agreement which would 
have allocated the world trade among the exoortins countries. Such an 
agreement is an objective thet may be attained after the war, but in 
any case its success depends partly on whether or not importing nations 
are willing to reduce their wheat acreages and depend to a l-rger degree 
upon. supplies from overseas. If they should be so disposed, undoubtedly 
they will demand in return that chester: exports be taken by the wheet— 
oe countries. 


Seen if we are able br means of reciprocal trade agreements or. 
an international wheat agreement to assure ourselves of a reasonable 
volume of exports, it is not likely that we shali be able to sell this 
wheat at a price anywhere avzproaching p-rity, since the purchasing power 
of the wheat-importing countries may be expected to be low for many years. 


SUBSIDIES.~ In the last few yeers the United States has carried 
on its fight in the face of increased competition for shrinking export 
markets by an emergency program of export subsidies. The program has 
been frankly temporary, while efforts have been under way to regain 
export outlets through restoration of free trading. However, in the 
light of the present situation and the prospects for the immediate 
future, it is doubtful that the United States can expect to exnort any 
appreciable amount of wheat without continuation of an aggressive export 
program. 


Withdrawing to Domestic Basis 


A second course in charting a wheat policy under present condi- 
tions might be withdrawal as a major exporter through adjustment of 
production to domestic needs. 


DOMESTIC NEZDS,- The United States has required about 650 million 
to 700 million bushels of wheat annually for domestic use. With normal 
yields, we can produce this quantity of wheet on about 55 million to 59 
million acres, a low acreage on the basis of the last decade, during which 
period the acreage seeded has varied from 63.6 million acres in 1934 to an 
ell-time record of 81.1 million acres in 1937. 
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In 1939, because of the large supplies of wheat on hand, an 
acrease of 55 million acres was allotted under provisions of the. Agri- 


cultural Adjustment Act. Nearly 64 miliion acres were seeded. In 1940, 


the allotment vas 62 million acres, and the acreazse seeded was 64.4 
million acres. ; 


ADJUSTMENT .- In view of the shifts from wheat vroduction already 
made under the proskeh, further adjustments vrobably would require more 
drastic fie ised in farming systems taan could be made. without serious 
disrustion. of the wheat farm economy. 


Middle-of-—the-Read Course 


The middle-of-the-road course recognizes that we cannot go’on 
producing wheat for world markets that no longer sre open to us, and 
consequently calls for an adjustment of production compatible wit 
existent markets. At the same time the-middle-of-the-roed course 
recognizes the impracticality of limiting vroduction to domestic needs 
alone, and calls for aggressive action --btacked, if necessary, by sub-. 
sidies --to obtain whatever foreim maricets can be had. ‘eat a 


Under a program which provides for even limited production fox: 
€xport, wheat prices will have to descend to world levels in order to 
move the export whest Ghee protective measures are provided. Such 
measures may include: (1) A lean vorking in junction with an exoort 
subsidy, (2) payments + augment wheet incor me: 3) a: tvo-price system 
such as is offered in the so-called cer e > plan, a) a combination 
of these measures. ix 
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~ LOAN.- Under the loan program, fsrmers would be able to hold 
enough wheat off the market under storage loans to bring prices up to 
at least the loan level. If this were higher than the world price, the 
Governmént would eventually gain possession of the export wheat, unless 
an export subsidy is provided to move out of the country Surplus stocks 
of wheat not needed for domestic use or reserves. Since the portion of 
the crop produced for export normally would bring the price of the 
entire crop down to the world ] level, an ex.ort subsidy to move this 
wheat will often increase the value of the entire crop to mach more 
then the amount of the subsidy. 


. ‘PAYMENTS. - Un der the existing programs »ayments as a means of 
augmenting returns from the sale of wheat have been dependent upon 
compliance with the acreage allotment features of the program. These 
conservation and parity payments for 1938, added to the price of wheat, 
were not sufficient to assure wheat producers parity income. In 1939, 
however, the payments and the loan which enabled many farmers to profit 
by price rises several months efter harvest brought parity to many 
cooperators. 
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TWO-PRIGE SYSTEM.- The two-price system, embodied in the certi- 
ficate plan, ia designed, through self-financing means, to provide 
parity on the domestically consumed portion of the crop. The price of 
all the wheat would descend to the world level, but whest farmers wovld 
receive a supplementary income from a tax to make uo the difference 
between the market price and parity price. 


It is doubtful whether a tax could provide sufficient funds to 
make up this difference, in view of the world »rice level in the recent 
past and the prospective level in the near future. It seems likely, 
therefore, that even with self-financing means of supplementing producers! 
income, additionel measures are needed both to protect income further and 
to handle the wheat which is in excess of our needs. 


AAA Policy 


The operation of the AAA wheat program has followed the middle- 
of-the-road course. First of all, it has provided the machinery for 
the necessary adjustments in acreage. The basic provision of the program 
is the requirement thet the national acreage allotment each year be 
designed to result in a supply of wheat adeauate for normal domestic 
consumption and exports and a 30-percent reserve. In this we have a 
compromise between unlimited production for export and production for 
domestic needs only. ae 


The policy of the loan orogram has also been directed toward the 
middle ground between allowing our prices to descend to a world basis 


and maintaining prices so high as to stimul-te production in excess of 
merket outlets. 


As the wheat farmers of the United States fece the future, the 
prospect of limited opportunities in the world market continues to con- 
front them. There is little to encourage confidence that the days of 
the free and expanding wheat markets will return. Before they do, our 
farmers may find it necessary to make still further adjustments. They 
have the program to do this. 


But United Stetes wheat farmers will continue to grow wheat for 
export. As long as they do, in the present-day kind of world, they 
will continue to need an aggressive export policy and they will continue 


to need measures to protect their incomes from the effects of the world 
storm. 
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+ - CHAPTER @ — FINANCING A NATIONAL FARM PROG RAM 


Recognizing the loss of foreign markets and changes in domestic 
consumption, the Agricultural Adjustment Act of 1938 authorized parity 
payments Sor wheat and four other major commodities. The need for such 
payments remains and so does the need for some self-financing plan which 
will provide a continuing source of revenue for these payments as well 
as others needed to safeguard and strengthen the programs and to supp le- 
ment farm income. 


When the original Agricultural Ad fastment Act was enacted in 
May 1933,. Congress tried to make the farm programs self—financing. 
Through the medium of processing taxes the »rograms did pay their way, 
until the decision in the Hoosac Mills case in early 1936 invalidated 
the processing taxes because the Supreme Court considered them a part 
of a production—-control plen. 


Several proposals have been presented for making the farm program 
self-financing. Because of the relationship of wheet with such programs, 
the major plans are presentéd herewith. 


Price Fixing 


Several of the vronosals that have been made for increasing farm 
income would call for the fixing of minimum farm prices by Governmental 
decree for the domestically consumed portion of farm production. The 
variations in these proposals are chiefly variations of either the 
mechanical methods of operation or the standards for determining the 
levels at which prices would be fixed. 


On the whole, fixed-price programs seek to avoid budgetary diffi- 
culties by making it possible for farmers to obtain reasonable reat 
through market prices. | 


Most price-fixing provosals omit any provision for prbeuwtdon 
adjustment. on one of two theories: That the export markets will take 
an unlimited quantity of low-priced surpluses; or that farmers, if 
guaranteed an adequate price for domestically consumed products, would 
not produce an additional quantity for which they could obtain only much 
lower export prices. 


These theories seem to overlook certain factors. In the first 
place, unlimited surpluses of »roducts can no lonzer find world markets. 
Secondly, if farmers produced nothing beyond domestic needs, the resultant 
adjustment of production would increase farm unemployment. Furthermore, 
it is doubted by many whether an adequate production—-adjustment program 
could be made effective under a price-fixing plan. 
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It would be necessary under price fixing -- expecially in regard 
to exoort crops -- for the Government either to take over many of the 
buying and selling functions from the established and normal channels of 
trade, or to undertake the policing of literally millions of transactions. 


High Loans 


Another alternative in meeting the problem is to abandon the present 
moderate loan rates for greatl; increased rates in an effort to improve 
farm income. Credit, handled vith necessary restraint, can be exceedingly 
useful, tut excessive use of it is alluring, and sometimes leads to futile 
attempts to improve situations which, like this one, are really not credit 
problems. The sound course of action is not to lose sight of certain 
fundamental considerations: ‘ 


(a) The greater the commodity loen rates fixed by the Government, 
the greater will be the appropriations of funds required for export sub-— 
sidies. 


(db) If a high price-pegging loan program were to be successful, 
the production would have to be decreased and domestic prices thereby 
advanced to a point that would permit lianidation of the loans without 
loss. These higher domestic prices, however, which could be brought 
about at least temporarily through high price-pegging loans, would tend 
to encourege increased production. In the absence of very severe acreage 
control measures many persons would withdraw from the present adjustment 
and soil conservation programs in order to take added advantage of the 
increased market prices. This, in turn, would defeat the higher loan 
program by placing a large suxply on the market to drive down prices, 
and would thereby make it impossible to liquidate the high loans without 
incurring large losses. 


‘Thus, what had started out to be a high loan program might be 
converted into a system of increased Governmental payments, through the 
appropriations thet would be required to cover the loan losses; and, 
in the meantime, it would have destroyed the incentives for those two 
basic requirements of agriculture, nemely, strengthened production 
adjustment and additional soil conservation. Any loan prozram can be 
Swamped by continued excesses of production. Furthermore, the excessive 
and unnecessary use of credit aggravates maladjustment and only defers 


for a brief time the inevitable reckoning in appropriations to cover 
loan losses. 


The Marketing Certificate Plan 

The use of marketing certificates for certain crops has been 
proposed as a self-financing substitute for the perity payments on these 
crops under the AAA farm program. Adoption of this proposal would not 
involve any other change in the program, which would continue to include 
conservation payments, marketing quotas, crop insurance, and loans. 
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For the crops for which they covld be used, marxeting certificates 
would provide greater returns to producers than have been obtained throug 
recent appropriations for parity payments. Marketing certificates could 
be used effectively for any crop having a substantial exoort out let {or 
diversion outlet such as the use of peenuts for oil) and moving into 


domestic consumption through centralized processing or marketing channels. 


The following is a brief outline of one form of the marketing 
certificate plan. 


FURPOSE.- The yursose of the marketing certificate plan is to 
assure producers of wheat, cotton, tobacco, rice, and peanuts a parity 
return for the domestically consumed nortion of their production. 


HOW PLAN OPaRATES.- Certificates of a fixed value would be issued 
at the beginning of each marketing year to producers who cooperate in 
the agricultural adjustment and conservation »rogram. Manufacturers and 
importers of each commodity then would be required to purchase the cer— 
tificates from farmers to cover the first sales and importations of 
articles manufactured from the commodities. 


The value of the certificates would be fixed at that rate per 
unit which would give to all the certificates issued an aggregate value 
equal to the difference between the actual price and the parity price, 
on the domestically consumed portion of the crop. Manufacturers and 
importers would be required to use the certificates in amounts that 
would provide for using all of the certificates issued. This would mean 
that the cost of the commodity for domestic consumption, including the 
cost of certificates, would be equal to the parity pric J 


| ELIGIBILITY.- Certificetes would be issued only to producers who 
have available for marketing not more than the actual production of their 
acreage allotments for all the crops included in the certificate plan. 
In other words, producers who conform with their acreage allotments 
would be eligible. 


Those producers unable to establish elizibility at the time of 
issuance of certificates (because of “having excess production available 
for marketing) vould have an coportunity at the close of the year to 
qualify for a payment equal to the value of their share of the certif- 

icates. In order to receive this payment, they would need to adjust 
vheir acreage below their allotments in the second year by the amount 
that they had exceeded their allotments in the first year. 


Eligible producers would receive certificates on the normal pro- 
duction of their acreage allotments for each commodity included in the 
plan. The certificates would be divided among landlords, tenants, and 
sharecroppers on the same basis as each shares in the crop. Pools would 
be established to facilitate transfer of certificates from farmers to 
manufacturers. 
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VALUE. The value of the certificates per bushel would be some— 
what less than the full difference between farm and parity prices be- 
cause the domestic consumption is less than the "normal" production used 
in distributing the certificates to farmers. However, the rate would 
be set to give farmers a full parity return on the domestically consumed 
portion of their crop, within the limits of the maximum rates. Minimum 
and maximum prices that have been considered for wheat certificates are 
10 ‘cents and 25 cents per bushel. 


ARTICLES EXEMPT. Exports of wheat and flour would be exempt from 


— 


the certificate requirement. 
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TABLE NO. 5, — PAYMENTS 59 


Table No. 5. Payments.--1929 wheat conservation and parity payments, by States. 


| ; Conservation: Parity : Number of ‘Average size : Estimated 

a eeetate : payments ‘payments: parity : of parity : participa- 

+ ; earned 1/: earned : payees. : payments : tion --2/ 
Thousand Thousand Number - Dollars Percent 

dollars dollars 

Alabama 34 1 49 * $.80 $.6 
Arizona > 66 63 677. 93.70 85.0 
Arkansas 6 8 861 9.77 1.53 
California 1,161 854 7,221 118.22 MeO al 
Colorado 1,403 946 26,784 35,54 761 
Delaware 212 120 5, 500 34.21 90.4 
Georgia 3/ ) 271 34,93 8.5 
Idaho 2,735 Ror? 29,401 . 60.43 85.5 
Illinois 2,972 2,051 92,397 22.19 66.4 
Indiana 2,656 1,804 106, 361 16.96 68.8 
Iowa 960 — 640 33,079 19.34 87.4 
Kansas 15,347 9,880 141 ,121 70.01 67.6 
Kentucky 428 284 15,500 18.32 63.2 
Maryland 804 483 13,900 34. 74 ar.6 
Michigan 1,452 $09 68,618 Lo.ao 64,3 
Minnesota ee, tor 1,664 100,950 16.63 79.0 
Missouri 2,001 1,553 105, €35 14.67 64.2 
Montana 4,662 2,924 43,449 67.30 87.5 
Nebraska 4,705 3, 042 G6,062 31.67 69.8 
Nevada 41 25 S61 26.06 75.8 
New Jersey 32 26 948 27,48 24.3 
New Mexico 335 214 3,965 53.94 1500 
New York 37D 208 10,367 20.09 45.0 
North Carolina 43 ge 4,700 16.12 18.4 
North Dakota EL 777 7,361 144,175 51.05 Sogit 
Ohio 2,830 1,930 114, 858 16.80 57,0 
Oklahoma 4,962 2,903 66,301 43.79 64.0 
Oregon S,oot 1,478 14,659 100.82 89.8 
Pennsylvania 1,007 754 56,349 20.46 47.9 
South Carolina 3 5 188 26.40 4,4 
South Dakota 4, 249 eibfe 119.036 22.45 94.8 
Tennessee 265 179 12,400 13,52 46.7 
Texas 5,495 3,403 60,160 56.56 88,4 
Utah 555 353 12,670 eyo 80.5 
Virginia 483 310 11,400 at,16 41.6 
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No. 5. PAYMENTS: - 1939 Wheat qonserta themes parity pom 


spinb et? (Continucd) hoes 
ae . Conservation §3 Parity : umber ore ~ Average ‘size 74 
praatmem mar eee 2) payments: payments: parity — hh of parity 1 ; 
earned 1/ : earned : payees : payments pa 
os Dita en ernee an ' 
i Thousand Thousand § Number © ‘Dollars 
: dollars dollars _ wy, 
Washington ha S11. 222,509 10,724 § 215.32 
West Virginia | 75 44 1,300 $33.96 
Wisconsin 198. - #& 108 22,995 OOe 4.71 
Wyoming 406 245 5,995 40.89 
Total United States 
85,976 53,614 1,540,785 . 34.80 


— 


1/ Includes amounts deducted for county association expenses. 


ximum wheat parity funds actually earned. 


. 


. be - 4 P 
2/ Based on percent of ma 


3/ Less than $1,000. 


7 
e 
° 
a c 
® 
We» 
ae 
’ 
bod 
°° 
é 
> 
\ 
+ . - 
° ' ~ 
es 7 : ‘ 
; WS 
& _ 
te 
=. + 
- Seineaiiniet Eemedinelii! 


TABLES OS. 6 AND 7.- WHEAT LOAN OPERATIO.S 1938 AND 1939. 61 


S.- Wheat Loan: Statement on 1938 operations as of June 30, 1940. 
: . ae 


Table ivo. 
. as shown by records of the Commodity Credit 


Corporation 


’ 


. Farm Varehouse 
Ite storage storage Total 

Amount of loans: | 

Dollars $12,177,428 .32 $24,253,775.10 $46,431, 203.42 

Bushels 21,979,959 53,208,755 80,188,714. 1/ 
Revayments: 

Sushels 21,141, 353 43,321,731 64,463,134 
Delivered to C.C.0. 

Busbelis 836,488 14,986,974 15,725, 462 
Still outstanding: 

Susiels 2,118 -~ 2,118 


af Does not include 35,5 
by banics and other lending agencies. 
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Table lo. 7.- ‘heat Loan: Statement on 1939 onerations as of June 30, 1940, 
as shiown by records of the Comnedity Credit 
Corporation 
Larm Varenhouse 
ber storage storage Total 
Amount of loans: 
Dollars Jee, 202,044.65 3 $5,072,053.92 $117,334,098.57 
Bushels a2, 906,070 134,659 ,852 157,645,932 
Repayments: 
Dollars $15,636,839.40 $ 93,851,091.62 $109,497,931.02 
Bushels 22,049,018 133,047 ,°59 155,696,977 
Delivered to ©.C.C.: 
Dollars $ 28,537.96 % 1,220,663.19 $ 1,249,201.1 
Busiels 37,650 1,511,436 1,649 ,036 
Still outstanding: 
Dollars $ 6,596,557.29 $ 299.11 $ 6,596,966.40 
Bushels 10,299 , 402 467 10,299,369 


i a RR 


a ee 


a a a 


57,000 bushels on which the loans were liquidated 
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Table No. 


Year 
beginning : 
July 


1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1925 
1936 
1937 
1938 
1939 


ee. 


1/ Beginning June 18, 1930, a new classification, wheat 
consumption, was introduced by the 1930 Tariff Act. 
January 1, 1939, the new trade agreement with Canada 


Full duty 
wheat 
(tariff 
42 cents) 


Bushels 


13,783,423 
272,548 
1,664 ,843 
48,808 
161,297 
72,136 

Ad 607 
40,756 
6,057 
5,767 
143 , 646 
5,905,380 
25,288,519 
30,205 ,430 
597 776 

39 ,086 
66,595 


16.— IMPORTS: 


TABLE NO. 16.+ IMPORTS 


the United States, by years 
since 1923. 


Wheat unfit 


for human 


consumption 


(tariff of 
10 percent 


‘ Total imports: 
' for domestic 
* utilization 


(total of 
first 2 


ad welorem 1/ columns) 


‘Bushels 


307 , 336 


86 , 284 


es 


~~ Bushels 


13,783,423 
272,548 
1,664, 843 
48, 808 
161,297 
79,136 
44,607 
348,092 
6,057 

7 15h 
149,385 
14,051,424 
34,493,647 
34,262,446 
601,926 
246 ,O55 
152,879 


(ae 


' Flour 


in 


wheat 


2/ 


: Bushels 


794 ,920 
31,575 
81, 804 
28,463 


73 


Imports of wheat and flour into 


For 


: grinding 
‘ in bond 
: terms of 


Busheis 


13,904, 837 
5,813,353 
13,421,480 
13,171,683 
15,043,679 
22,480,962 
12,903,364 
19,013,090 
12,878, 851 
9,372,151 
11,341,052 
11,064,092 
11,978,659 
13,468,667 
2,819,031 
8,988,542 
9,939,089 


unfit for human 


Bffective 


reducei the 


tariff to 5 percent ad valorem on wheat unfit for human consumption. 


2/ General imports prior to July 1934, subsequently imports for consump- 


tion. 


Beginning July 1934, excludes flour imported free for export in 
manufactured. foods. 1 GS 


3/ Wheat for grinding in bond for export, which enters duty free. 
Beginning June 18, 1930, includes wheat ground into flour in bond for 


export to Cuba, 


a new classification in the 1930 act. 
1930, to September 3, 1936, the duty on’this wheat equaled the reduction 


From June 18, 


in Cuban duty and the reduction in the consumption tax applicable by 


treaty to such flour imported into Ouba. 


consumption tax was repealed. 


On September 3, 1936, the 


Source: Imports for consumption from United States Tariff Commission, 
. July 1923 to December 1933, and from Bureau of Foreign and 
Domestic Commerce, January 1934 to date, . Compiled by B.A.E. 
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Mable lo. 21.~+ WAR I AND Il: Net imports | or wheat Cnelaans 
i) in selected countries. 


(Gel shane 7 a0 si 


Country § : Average v/ 1914 | 1915"; 1916- s-iAverace » 1957 1938 
; 1910-14 1980-34 | 


t 


ES Cee RR EERE See aepeoN 


a ee ee aoe en erate 9 a a ee 


. Cllion rutin e.e., 000, 000 onitted) | 


United Kingdom... oL5 es LO 1G Gas. el?" * LOS? ee 


Ital. eeeoeeenevese PA 33 i vs fe 54 53 6 
Germany ......+4. 69 2 OF! By i <li A? A8 
BRUCE. ds cae els 4. 33 71. 104 38 12. 13 
Belgium...... ee 51 af 2 2/ 440 oe eee 
Metherlandsoes os eo oye 2 ~ RF a0:~ — 28 23 2 
Fotal (6) A523 Bi ae ar Er eee et ee, ee 329 
LV Year veginning J July. 
2/ Data incomplete due to “Norld Yar. 


Table io. 22.— WAR I AIM II: ‘United States.exports of wheat 
(including flour) 1/ to selected countries. 


(Calendar year) “a fh APP aR ae 


Country; ‘Average : dies? 1 1915 1916 ° Aversge.. 1937. ‘1988 } 1939 


: 1910-14 : 1930-34 
Ratna CRE WPRRT NT cere 7) 
United <ingdom.. | 4 ORR 58 74 12 penile 26 28 
agi, Alida pea Sea OR iat Oh Sey a won Ys eA yn S/ 
Germanys... 7? G 2 0 2 sidaDbens tet VER? 
Frances gesesacee . 8 ..,.,, 90 44 34 3 1 : ane 7 
Belgium..... tae a day Sepia 65 Be 7 Cab» oH acd. 16 
at ey Ee PPA eeg) 25 6 9 18 nae 

“état (6), 83 0° 167 193 © eer" 29. BAuher él” ag 
United. States Total130° . 234 280 222 8454). Sbeyel © 100} 


a ee ee ee Oe eee 


pes Includes flour post in bond from foreig en wheat. 
2/ Less than”500,000 bushels. : - 
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Table No. 23.- WAR T AND IT: United Kingdom gross imports of wheat 
Sn See : eae: yl 
(including flour) by countries of origin. 
_'... (Calendar year) 


eye ee 
(Million. bushels, i.e., a omitted 
United States 1’ ..... rar 78 pret 9 134 30 
Benen faa. .Soeeee eS ft 67 45 ; met 63 
Australia ...... ees 23 2! i» 8 65 
British India ......... 20 aie 10 8 
Ce — —r ) | 2/ 18- 
Ase ti tiene. «+ = ugapss - * 12 ; . ge. Geet RS 
OS TS.. ag. > wee eee ee ss - eye 3. ‘Yer eee ie 
TOGAL vox quae 25's 220 192 22s e>ew 209 . 


1/ includes Ganadian éxports of wheat and fiour via the United States, as 
well as flour milled in bond from Canadian wheat. 
2/ Less than 500,000 bushels. 


Table No. 24.- WAR I AND II: Production of wheat in countries 
supplying the United Kingdom. 
(Calendar year) 


—tountay 7 Wid eis" Tsie — 1988 1/1989 af 840 


(Million bushels, i.e., 000,000 omitted) — 


a 


United States .... 879 1,009 635 932 755 792 
fenede .-ssee=vass 161 394 263 360 490 561 
Mustralia:........ 25 179 152 155 210 120 
British India .... 312 377 323 402 371 - 
Russia 2/ .....-.- 834 827 531 3/ 3/ 3/ 
Argentina ......-- 169 169 OA BR re 8 190 
Tita. i we «. os. oo. ee 


2/ Not strictly comparable prior to 1916 because boundaries were .changed. 


(Marketing year, beginning July) _ 


mW ho an ee Ce le . Year go to) 2, oOe ee 
Qlillion bushels, i-e., 000,000 omitted) 
1912 —- 144 19270) eet Soa 
19LS --- ' O46 1938 ey 106 
1914 ne 350 1939 28) Ae 45 x 
1915 --- 240 
1916 —_— 181 : 
1917 oe 103 
1913 — ar? 
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TARBIE NO. 26.- WAR I AND II 
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Table No. 26.- WAR I AND II: Estimated United States supply and 
distribution of wheat. 
(Crop year, beginning July) 


52 
1,009 


RTS es yeaa 7 RT 
Ite : : ; 
q (1910-14 + 1913 : 
(illiom bushels, i.6-, 000,000 om 
SUPPLIES: 
Stocks, old wheat, July 1 102 L110 106 
MMB GUCTLON «cnaceeruccaver 724 751 897 
BOTA SUPE UY «eed ews 6826 G61 997 
DISTRI BSTION; 
Domestic disappearance ... 57% 615 610 
Net exports ...--+--++--+> 155 146 335 
Stocks at end of ycar ..-.. 98 100 52 


if Preliminary. 
2/ Forecast. 
3/ Available for carryover and export. 
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